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DOVRSURYLGH WKHIHH LQFRPH7KHEDQNRIIHUVDQ LQWHUPHGLDWLRQVHUYLFHEHWZHHQFXVWRPHUVZLWKH[FHVVIXQGVDQG WKRVHZLWKD
IXQGV GHILFLW ,W ERUURZV DQG OHQGVZKROHVDOH IXQGV WR NHHS WKH WZR SLOHV LQ VRPH NLQG RI EDODQFH 7KH GULYHUV RI FXVWRPHU
EHKDYLRXUDUHFRPSOH[8QGHUVWDQGLQJWKHQHHGVRIWKHLUFXVWRPHUVDQGUHDFWLQJWRWKHFKDQJHVRIWKHLUEHKDYLRXUDLGEDQNVDQG
ILQDQFLDOLQVWLWXWLRQVWRIDFHWKHKDUGFRPSHWLWLRQ&OHDUO\WKHQWKHVXFFHVVRIDEDQNLVVXEMHFWWRLWVDELOLW\WRDWWUDFWDQGUHWDLQ
LWVFXVWRPHUVDQGDODUJHSDUWRIWKHLUEXVLQHVV7KLVDELOLW\GHSHQGVRQZKDWLVFDOOHGWKHLPDJHRIDEDQN,QKLJKO\FRPSHWLWLYH
VHFWRUV OLNH WKH EDQNLQJ VHFWRU WKH LPDJH UHSUHVHQWV DQ DVVHW ZKLFK DOORZV ILUPV WR GLIIHUHQWLDWH DQG LQFUHDVH WKHLU VXFFHVV
FKDQFHV+RZHYHU DOWKRXJK LWV LPSDFW RQ FRQVXPHUEHKDYLRU LV RI SULPDU\ LPSRUWDQFH D EDQN¶V LPDJH LV D GLIILFXOW DVVHW WR
YDOXHDQGTXDQWLI\7KHFRQFHSWRILPDJHKDVEHHQJLYHQFRQVLGHUDEOHDWWHQWLRQLQWKHOLWHUDWXUHRYHUWKHSDVW\HDUV,PDJHKDV
EHHQGHILQHGDVWKHWRWDOLPSUHVVLRQWKDWDQHQWLW\PDNHVRQWKHPLQGVRISHRSOHDQGDVWKHQHWUHVXOWRIWKHLQWHUDFWLRQRIEHOLHIV
LGHDVIHHOLQJVDQGSUHYLRXVH[SHULHQFHVZLWKDQLQVWLWXWLRQZKLFKDUHVWRUHGLQPHPRU\DQGWUDQVIRUPHGLQFRQFHSWV(VSHFLDOO\
D EDQN¶V LPDJH FDQ EH VHHQ DV WKH SHUFHSWLRQ WKDW FXVWRPHUV RU SRWHQWLDO FXVWRPHUV KDYH IRU D VSHFLILF EDQN EDVHG RQ WKH
PHVVDJHVWKH\UHFHLYHGE\WKHH[DPLQHGILQDQFLDOLQVWLWXWLRQ,PDJHLVDVWUDWHJLFWRROVLQFHLWKHOSVEDQNVWRDFKLHYHORQJWHUP
REMHFWLYHV DQG LW FDQ EH VKRZQ DV D VRXUFH RI FRPSHWLWLYH DGYDQWDJH7KH SUHVHQW SDSHU EXLOGVRQ WKH SUHYLRXVZRUN RQ WKH
VXEMHFWDQGIRFXVHVRQ WKHGHILQLWLRQDQGPHDVXUHPHQWRIDEDQN¶V LPDJH ,W LQWURGXFHVLPDJHDVDYDULDEOHZKLFKH[SUHVVHVD
EDQN¶V FXUUHQW VWDWH RI GHYHORSPHQW DQG IXWXUH SURVSHFWV ,W LGHQWLILHV WKH IDFWRUV DIIHFWLQJ WKLV YDULDEOH VXJJHVWV ZD\V RI

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PHDVXULQJWKHPDQGXVHVLPDJHDVWKHEDVLVIRUWKHEXLOGLQJRIDQRQOLQHDUPRGHOH[SUHVVLQJDEDQN¶VGHYHORSPHQW7KHLPDJH
RI D EDQN DV GHILQHG LQ WKLV SDSHU PD\ SURYH D YHU\ XVHIXO WRRO IRU SODQQLQJ SXUSRVHV VLQFH LW GRHVQ¶W RQO\ JLYH DQ HDUO\
GLDJQRVLVRISRVVLEOHFKDQJHVVRPHWLPHVGLVFRQWLQXRXVLQWKHEDQN¶VSDWWHUQRISURJUHVVEXWDOVRLQGLFDWHVWKHUHDVRQVIRUWKHP
+HQFHLWPD\EHXVHGDVWKHEDVLVIRUGHVLJQLQJDSSURSULDWHPHDVXUHVWRDVVLVWDEDQN¶VHYROXWLRQ7KHWKHRUHWLFDOILQGLQJVDUH
DSSOLHGWRDJURXSRIEDQNVRSHUDWLQJLQ*UHHFHDQGWKHUHVXOWVDUHSUHVHQWHGDQGGLVFXVVHG

7KH$XWKRUV3XEOLVKHGE\(OVHYLHU%9
6HOHFWLRQDQGRU3HHUUHYLHZZLOOEHXQGHUUHVSRQVLELOLW\RI'HSDUWPHQWRI$FFRXQWDQF\DQG)LQDQFH(DVWHUQ0DFHGRQLDDQG
7KUDFH,QVWLWXWHRI7HFKQRORJ\.DYDOD*UHHFH
.H\ZRUGV2SHUDWLRQV5HVHDUFKLQ%DQNLQJ8QFHUWDLQW\0RGHOLQJ%DQN¶V,PDJH%DQN¶V3HUIRUPDQFH&DWDVWURSKH7KHRU\
,QWURGXFWLRQ
%DQNLQJLVDQH[WUHPHO\FRPSHWLWLYHLQGXVWU\&RPSHWLQJLQWKHILQDQFLDOVHUYLFHVLQGXVWU\KDVEHFRPHWRXJKHU
RYHUWKHODVW\HDUVZLWKWKHHQWUDQFHRIVXFKSOD\HUVDVLQVXUDQFHFRPSDQLHVFUHGLWXQLRQVFKHFNFDVKLQJVHUYLFHV
DQG FUHGLW FDUG FRPSDQLHV$V D UHVSRQVH EDQNV KDYH GHYHORSHG ILQDQFLDO LQVWUXPHQWV WKURXJK ILQDQFLDOPDUNHW
RSHUDWLRQVVXFKDVEURNHUDJHDQGWUDGLQJ
(YHU\EDQNKDVWZRVLGHVWRFRQVLGHUWKHFXVWRPHUVDQGWKHLQYHVWRUV&XVWRPHUVKRZHYHUDUHFOHDUO\WKHPRVW
LPSRUWDQWSDUWRIDEDQN&XVWRPHUVSURYLGHWKHEDVLFUDZPDWHULDOVRIGHSRVLWVDQGWKHGHPDQGIRUORDQVZKLFKDUH
WKHUHYHQXHVWUHDPVRIQHW LQWHUHVW LQFRPHDQG WKH\SURYLGH WKHIHH LQFRPH7KHEDQNSURYLGHVDQ LQWHUPHGLDWLRQ
VHUYLFHEHWZHHQFXVWRPHUVZLWKH[FHVVIXQGVDQGWKRVHZLWKDIXQGVGHILFLW,WERUURZVDQGOHQGVZKROHVDOHIXQGVWR
NHHS WKH WZR SLOHV LQ VRPH NLQG RI EDODQFH 7KH GULYHUV RI FXVWRPHU EHKDYLRXU DUH FRPSOH[8QGHUVWDQGLQJ WKH
QHHGVRIWKHLUFXVWRPHUVDQGUHDFWLQJWRWKHFKDQJHVRIWKHLUEHKDYLRXUDLGEDQNVDQGILQDQFLDOLQVWLWXWLRQVWRIDFH
WKH KDUG FRPSHWLWLRQ &OHDUO\ WKHQ WKH VXFFHVV RI D UHWDLO EDQN LV VXEMHFW WR LWV DELOLW\ WR DWWUDFW DQG UHWDLQ LWV
FXVWRPHUVDQGKRZPXFKRIWKHFXVWRPHUV¶EXVLQHVVLWDWWUDFWV7KLVDELOLW\GHSHQGVRQZKDWLVFDOOHGWKHLPDJHRID
EDQN,QKLJKO\FRPSHWLWLYHVHFWRUVOLNHWKHEDQNLQJILQDQFLDOVHFWRUWKHLPDJHUHSUHVHQWVDQDVVHWZKLFKDOORZV
ILUPVWRGLIIHUHQWLDWHDQGLQFUHDVHWKHLUVXFFHVVFKDQFHV+RZHYHUDOWKRXJKLWVLPSDFWRQFRQVXPHUEHKDYLRULVRI
SULPDU\LPSRUWDQFHDEDQN¶VLPDJHLVDGLIILFXOWDVVHWWRYDOXHDQGTXDQWLI\
7KH FRQFHSW RI LPDJH KDV EHHQ JLYHQ FRQVLGHUDEOH DWWHQWLRQ LQ WKH OLWHUDWXUH RYHU WKH SDVW \HDUV 7KH SUHVHQW
SDSHUEXLOGVRQWKHSUHYLRXVZRUNRQWKHVXEMHFWDQGIRFXVHVRQWKHGHILQLWLRQDQGPHDVXUHPHQWRIDEDQN¶VLPDJH
,W LQWURGXFHV D EDQN¶V LPDJH DV D YDULDEOH ZKLFK H[SUHVVHV D EDQN¶V FXUUHQW VWDWH RI GHYHORSPHQW DQG IXWXUH
SURVSHFWV)XUWKHUPRUH WKHIDFWRUVDIIHFWLQJ WKLVYDULDEOHDUHGHILQHGDQGZD\VRIPHDVXULQJ WKHPDUHVXJJHVWHG
)LQDOO\WKLVYDULDEOHLVXVHGDVWKHEDVLVIRUWKHEXLOGLQJRIDQRQOLQHDUPRGHOH[SUHVVLQJDEDQN¶VJURZWKSDWWHUQ
)ROORZLQJWKLVEULHILQWURGXFWLRQWKHUHPDLQGHURIWKHSDSHULVRUJDQL]HGDVIROORZV6HFWLRQJLYHVDQRYHUYLHZ
RI WKH OLWHUDWXUH RQ WKH FRQFHSW RI WKH EDQN¶V LPDJH 6HFWLRQ  SUHVHQWV WKH SURSRVHG DSSURDFK IRU GHILQLQJ DQG
TXDQWLI\LQJDEDQN¶VLPDJH6HFWLRQSUHVHQWVWKHEDVLFSURSHUWLHVFKDUDFWHULVLQJDEDQN¶VLPDJHZKLOHVHFWLRQ
GHYHORSVDQRQOLQHDUPDWKHPDWLFDOPRGHOIRULWVHVWLPDWLRQ)LQDOO\VHFWLRQDSSOLHVWKLVPRGHOWRWKHFDVHRIQLQH
EDQNV RSHUDWLQJ LQ *UHHFH ZKHUHDV VHFWLRQ  VXPPDUL]HV WKH FRQFOXVLRQV DQG PDNHV VXJJHVWLRQV IRU IXUWKHU
UHVHDUFK
7KHFRQFHSWRIDEDQN¶VLPDJH/LWHUDWXUHUHYLHZ
7KHFRQFHSWRILPDJHKDVEHHQDGGUHVVHGLQDQXPEHURIDFDGHPLFSDSHUV'LFKWHUGHVFULEHVDQLPDJHDV
WKHWRWDOLPSUHVVLRQWKDWDQHQWLW\PDNHVRQWKHPLQGVRISHRSOH+HDUJXHVWKDWLPDJHVDUHDSRZHUIXOLQIOXHQFHLQ
WKHZD\SHRSOHSHUFHLYHDQGUHDFWWRWKLQJV$DNHUGHILQHVWKDWDQLPDJHLVWKHVHWRIPHDQLQJVE\ZKLFKDQ
REMHFW LV NQRZQ DQG WKURXJK ZKLFK SHRSOH GHVFULEH UHPHPEHU DQG UHODWH WR LW0DF,QQLV  DQG:RUFHVWHU
VXSSRUWWKDWLPDJHLVWKHQHWUHVXOWRIWKHLQWHUDFWLRQRIEHOLHIVLGHDVIHHOLQJVDQGSUHYLRXVH[SHULHQFHVZLWK
DQLQVWLWXWLRQZKLFKDUHVWRUHGLQPHPRU\DQGWUDQVIRUPHGLQFRQFHSWV'RZOLQJVWDWHVWKDWWKHPHDVXUHPHQW
RI FRUSRUDWH LPDJH LPSOLHV WKH LQFRUSRUDWLRQ RI EHOLHIV DQG WKH WUDQVIRUPDWLRQ RI WKHP LQWRPHQWDO LPDJHV7KH
LPDJH SURILOH RI D EXVLQHVV RU DQ RUJDQL]DWLRQ DV SHUFHLYHG E\ LWV H[WHUQDO SXEOLF LV EHVW XQGHUVWRRGZLWKLQ WKH
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JHQHUDOIUDPHZRUNRIWKHEHOLHIVDQGDWWLWXGHVKHOGE\YDULRXVFRUSRUDWHSXEOLFVWRZDUGVEXVLQHVVLQJHQHUDODQGWKH
UHODWLRQVKLSEHWZHHQWKHFRPSDQ\LWVFRPSHWLWRUVDQGWKHLQGXVWU\LQZKLFKLWRSHUDWHVLQSDUWLFXODU$FFRUGLQJWR
/HXWKHVVHU DQG.ROKL DQGYDQ5LHO DQG%DOPHU  FRUSRUDWH LPDJH LV WKH UHVXOW RI D FRPPXQLFDWLRQ
SURFHVVLQZKLFKWKHILUPFUHDWHVDQGWUDQVPLWVWKHLGHQWLW\WKDWUHIOHFWVWKHYDOXHVDQGHVVHQFHRIEUDQG
)RFXVLQJRQ DEDQN¶V LPDJH+DWFK HW DO  VWDWH WKDW LPDJH LV WKHSHUFHSWLRQ WKDW FXVWRPHUVRU SRWHQWLDO
FXVWRPHUVKDYHIRUDVSHFLILFEDQNEDVHGRQWKHPHVVDJHVWKDWWKH\UHFHLYHGE\WKHH[DPLQHGILQDQFLDOLQVWLWXWLRQ
<DYDVHWDODUJXHWKDWZKHQFKDQJHVWDNHSODFHLQEDQNLQJLQGXVWU\LWLVLPSRUWDQWIRUEDQNVWRXQGHUVWDQG
WKH LPDJH WKDW FRQVXPHUV KROG IRU WKHP0RUHOOR  VWDWHV WKDW LPDJHV DUH VXEMHFWLYH UDWKHU WKDQ REMHFWLYH
HQWLWLHV RI FXVWRPHUV¶ FRJQLWLYH SURFHVVHV DQG LQ VHUYLFHV LQGXVWULHV VXFK DV EDQNLQJ DUH FUXFLDO IRU GHVLJQLQJ
GHYHORSPHQWVWUDWHJLHV)LQDOO\$EUDWWDQG0RIRNHQJVWDWHWKDWLPDJHLVDVWUDWHJLFWRROVLQFHLWKHOSVEDQNV
WRDFKLHYHORQJWHUPREMHFWLYHVDQGLWFDQEHVKRZQDVDVRXUFHRIFRPSHWLWLYHDGYDQWDJH
7KH IDFWRUV DIIHFWLQJ DQ RUJDQLVDWLRQ¶V LPDJH DV LGHQWLILHG WKURXJK OLWHUDWXUH LQFOXGH SURGXFW TXDOLW\
LQVWLWXWLRQ¶VILQDQFLDOSHUIRUPDQFHWHFKQRORJLFDOLQQRYDWLRQLQVWLWXWLRQ¶VVRFLDOUHVSRQVLELOLW\ILUP¶VUHSXWDWLRQDQG
FUHGLELOLW\ *U|QURRV  .LP  $FFRUGLQJ WR +RZFURIW  LPDJH LV D PXOWLGLPHQVLRQDO FRQVWUXFW
IRUPHGE\DOOWKHLPSUHVVLRQVDQGH[SHFWDWLRQVWKDWLQGLYLGXDOVGHYHORSWKURXJKRXWDFHUWDLQSHULRGRIWLPH)DFWRUV
VXFKDVSHUVRQDOEHOLHIVIHHOLQJVSURGXFWTXDOLW\DUHUHODWHGWRWKHGHWHUPLQDWLRQRILPDJH3LQDHWDOLQWKHLU
VWXG\ IRXQG WKDW WKH FRUSRUDWH LPDJH LV SRVLWLYHO\ UHODWHG WR FRQVXPHUV¶ SHUFHSWLRQV RQ VHUYLFH TXDOLW\ $EUDWW
QRWHVWKDWWKHFRUSRUDWHSHUVRQDOLW\GHWHUPLQHVWKHFRUSRUDWHLGHQWLW\ZKLFKFRQVWLWXWHVWKHFRUSRUDWHLPDJH
%HKDYLRUDODQGLQWHOOHFWXDOFKDUDFWHULVWLFVGHWHUPLQHWKHSHUVRQDOLW\RIHDFKFRUSRUDWLRQDQGGLVWLQJXLVKLWIURPWKH
RWKHUVWKHFRUSRUDWHLGHQWLW\LVGHILQHGDVDVHWRIEHOLHIVH[SHULHQFHVIHHOLQJNQRZOHGJHDWWLWXGHVDQGSHUFHSWLRQV
ZKLOH WKH LPDJH FRQVLVWHGE\ HOHPHQWV VXFK DV HPSOR\HHEHKDYLRU FXVWRPHU VHUYLFH QHHGVDWLVI\LQJSURGXFWV RU
VHUYLFHVDQGWKHFRUSRUDWHQDPHORJRDQGVORJDQ
)RFXVLQJRQWKHIDFWRUVDIIHFWLQJWKHEDQN¶VLPDJHWKHOLWHUDWXUHUHYLHZVKRZVWKDWWKH\LQFOXGHEDQN¶VILQDQFLDO
GDWD DQG IRUHFDVWV RI SHUIRUPDQFH LQIRUPDWLRQ FRQFHUQLQJ PDUNHWLQJ VWUDWHJ\ EDQN¶V GHYHORSLQJ VWUDWHJ\ DQG
DWWULEXWHV WKDW PHDVXUH GLVVLPLODULWLHV ZLWK RWKHU EDQNV 'RZOLQJ  DQG %UDYR HW DO  GHWHUPLQHG WKH
FRUSRUDWH LPDJH RI WKH ILQDQFLDO LQVWLWXWLRQV DQG IRXQG WKDW LQ FRPPHUFLDO EDQNV WKH LPDJH LQFOXGHV GLPHQVLRQV
UHODWHG WR WKH VHUYLFHV RIIHUHG DFFHVVLELOLW\ FRUSRUDWH VRFLDO UHVSRQVLELOLW\ JOREDO LPSUHVVLRQ ORFDWLRQ DQG
SHUVRQQHO 7KH\ GHYHORSHG WZR DOWHUQDWLYH PRGHOV RQH IRU FXVWRPHUV DQG RQH IRU QRQFXVWRPHUV LQ RUGHU WR
H[DPLQHKRZFRUSRUDWHLPDJHLQIOXHQFHVLQWHQWLRQWRXVHWKHEDQN¶VVHUYLFHV6DWLVIDFWLRQZDVGHILQHGDVWKHFUXFLDO
IDFWRUIRUFXUUHQWFXVWRPHUV)LQDOO\DQXPEHURIUHVHDUFKVWXGLHVFODVVLI\WKHIDFWRUVDIIHFWLQJDEDQN¶VLPDJHLQWR
WZR JURXSV UHODWHG WR WKH RIIHUHG VHUYLFHV DQG WKH DFFHVVLELOLW\ RI WKHVH VHUYLFHV YDQ +HHUGHQ DQG 3XWK 
/H%ODQFDQG1JX\HQ2¶/RXJKOLQDQG6]PLJLQ
7KH LPDJH RI D EDQN LV UHFHLYHG E\ DOO GLIIHUHQW JURXSV RI LQGLYLGXDOV DVVRFLDWHG ZLWK EDQN ZKLFK DUH
VWDNHKROGHUVFRQVXPHUVDQGHPSOR\HHV (DFKWLPHWKDWDQLQGLYLGXDOIURPRQHRIWKHVHJURXSVFRPHVLQFRQWDFW
ZLWK D EDQN DQ LPSUHVVLRQ DERXW WKLV FRPSDQ\ LV DXWRPDWLFDOO\ IRUPHG 'RZOLQJ +RZHYHU DV ILQDQFLDO
LQVWLWXWLRQV VHUYHPXOWLSOH DQGGLIIHUHQW FXVWRPHUVZKRXQGHUVWDQGE\ WKHLU RZQZD\ WKH LPDJHRI WKHEDQN DQ
LQVWLWXWLRQ KDV PDQ\ DQG GLIIHUHQW LPDJHV (DFK JURXS GHYHORSV D GLIIHUHQW LPDJH ZKLFK LV DIIHFWHG E\ LWV
GHPRJUDSKLFHFRQRPLFDQGVRFLDOFKDUDFWHULVWLFV)RPEUXQ+DWFKHWDO'RZOLQJ.D]ROHDVHW
DO6LQFHZHH[SHFWGLIIHUHQWJURXSVRISHRSOHWRKROGGLIIHUHQWLPDJHVRIDEDQNWKHILUVWVWHSLQPHDVXULQJ
LWV LPDJHV LV WR LGHQWLI\ WKHVH JURXSV$FFRUGLQJ WR'RZOLQJ  FRPSDQLHV RIWHQ WU\ WR SURMHFW DQ ³LGHDO´
LPDJH IRU DOO WKHLU FXVWRPHUV+RZHYHU DV GLIIHUHQW JURXSV RI SHRSOH SHUFHLYH DQ RUJDQL]DWLRQ GLIIHUHQWO\ LW LV
QHFHVVDU\WRFXVWRPL]HWKHVHWRIIDFWRUVDQGDWWULEXWHVXVHGWRGHVFULEHDFRPSDQ\
+DYLQJ GHILQHG WKH LPDJH RI D EDQN ZH SURFHHG WR WKH VWXG\ RI LWV UHODWLRQVKLS ZLWK EDQN¶V SHUIRUPDQFH
FXVWRPHU VDWLVIDFWLRQDQGFXVWRPHUEHKDYLRXU 0DQ\VWXGLHVH[DPLQH WKH UHODWLRQEHWZHHQFXVWRPHU VDWLVIDFWLRQ
FXVWRPHUOR\DOW\DQGFXVWRPHUVZLWFKLQJEHKDYLRU3DUDVXUDPDQ%DULFKDQG.RWOHU%ROWRQDQG'UHZ
7KHUHVXOWVDFFRUGLQJWR1JX\HQDQG/H%ODQFVKRZWKDWVDWLVIDFWLRQDQGTXDOLW\DUHSRVLWLYHO\UHODWHG
WRYDOXHDQGWKDWYDOXHOHDGVWRFRUSRUDWHLPDJH$YDULHW\RIVWXGLHVKDYHPDGHLWFOHDUWKDWLPDJHDQGFRQVXPHU
WUXVW FDQ VLJQLILFDQWO\ DIIHFW LQGLYLGXDO EHKDYLRU 5DWQDVLQJKDP 1JX\HQ DQG /H%ODQF  DUJXH WKDW
XQGHUVWDQGLQJWKHUROHRIFRUSRUDWHLPDJHLQFXVWRPHUUHWHQWLRQGHFLVLRQLVDNH\LVVXH)XUWKHUPRUHWKH\VWDWHWKDW
DV VHUYLFHV LQGXVWU\ GHOLYHUV LQWDQJLEOH JRRGV D EHWWHU XQGHUVWDQGLQJ RI WKH FRPSRQHQWV RI WKH LPDJH PHDQV
LPSURYHPHQWRIDQLQVWLWXWLRQ¶VSHUIRUPDQFH*UDQERLVVWDWHVWKDWDIDYRUDEOHLPDJHFRXOGEHXQGHUVWRRGDV
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DFULWLFDODVSHFWRIDQLQVWLWXWLRQ¶VDELOLW\WRPDLQWDLQLWVPDUNHWSRVLWLRQ,PDJHLVKLJKO\UHODWHGWRRUJDQL]DWLRQDO
VXFFHVVDVSHFWV)RPEUXPDQG6KDQOH\VWDWHWKDWILUPVZLWKVWURQJFRUSRUDWHLPDJHLQWKHPDUNHWVXFFHHGLQ
DWWUDFWLQJ VWDNHKROGHUVQHXWUDOL]LQJ WKHFRPSHWLWRUV¶DFWLRQVDQG LQFUHDVLQJ WKHLUSURILWV)XUWKHUPRUH LWKDVEHHQ
IRXQG WKDWFXVWRPHUVDWLVIDFWLRQ LVKLJKO\FRUUHODWHG WR WKHSHUFHSWLRQVDQGHPRWLRQV WKDWFRQVXPHUVKDYH LQ WKHLU
PLQGDERXWDEDQN)LQDOO\ FXVWRPHU OR\DOW\ LQEDQNLQJ LQGXVWU\ LV WKHHQG UHVXOWRIERWK LPDJHDQGVDWLVIDFWLRQ
1JX\HQDQG/H%ODQF
&RQFOXGLQJ WKLV VHFWLRQ ZH VKDOO UHIHU WR ZD\V RI PHDVXULQJ D EDQN¶V LPDJH $ YDULHW\ RI PHDVXUHPHQW
WHFKQLTXHVKDYHEHHQXVHGWRTXDQWLI\LPDJHV$FFRUGLQJWR'RZOLQJWKHXVHGPHWKRGVFDQEHJURXSHGLQWR
WZRFDWHJRULHVD1RQDWWULEXWHEDVHG6FDOLQJ3URFHGXUHVZKHUHWKHDWWULEXWHVRIDFRPSDQ\DUHGHVFULEHGDQGDUH
XVHG IRU IXWXUH UHVHDUFK DQG  E $WWULEXWHEDVHG 6FDOLQJ 3URFHGXUHV ZKHUH PDQDJHULDO H[SHULHQFH WKHRU\ DQG
H[SORUDWRU\ UHVHDUFK FDQ EH XVHG WR VHOHFW D UHOHYDQW VHW RI DWWULEXWHV 7HFKQLTXHV OLNH 0XOWLSOH 'LVFULPLQDQW
$QDO\VLV +DXVHU DQG.RSSHOPDQ  IDFWRU DQDO\VLV :LQG  $QGHUVRQ  FODVVLILFDWLRQ PDWUL[ DUH
XVHGIRUPHDVXULQJLPDJH3RVLWLYHYDOXHVRILPDJHDUHVLJQVRIWKHSRVLWLRQRIDEDQNLQWKHILQDQFLDOPDUNHWDQG
LPSO\ WKDW D EDQN KDV WKH DELOLW\ WR DWWUDFW FXVWRPHUV DQG H[HUFLVH D SRVLWLYH LQIOXHQFH RQ WKH WUXVW RI GLIIHUHQW
JURXSV2WKHUZLVH)ODYLDQHWDOQRWHWKDWQHJDWLYHYDOXHVRILPDJHFRXOGEHDZDUQLQJIRUWKHUHRULHQWDWLRQ
RIWKHGLUHFWLRQRIWKHFRPSDQ\¶VLQWHUHVWV
'HILQLQJDEDQN¶VLPDJH7KHSURSRVHGDSSURDFK
7KH JURZWK DQG GHFOLQH RI D EDQN GHSHQGV RQ LWV SRZHU WR SXOO DQG UHWDLQ LWV FXVWRPHUV WKLV SXOOLQJ SRZHU
GHSHQGVRQZKDWZHFDOOWKHLPDJHRIDEDQN$WHDFKSRLQWLQWLPHWKHEDQNVHQGVRXWLWVLPDJHDQGGHSHQGLQJRQ
LWVLPSDFWRQWKHFXVWRPHUVDQGSRWHQWLDOFXVWRPHUVWKHEDQNPD\EHFRQVLGHUHGDVDWWUDFWLYHRUUHSXOVLYH2QHPD\
DUJXH WKDW VLQFH FXVWRPHUV UHFHLYLQJ WKH LPDJH RI WKH EDQN EHORQJ WR YDULRXV GLVWLQFW JURXSV LH FRUSRUDWH
FXVWRPHUVRIYDULRXVW\SHVUHWDLOFXVWRPHUVRIYDULRXVW\SHVDQGDUHVHQVLWLYHWRGLIIHUHQWIDFWRUVWKHLPSDFWRIWKH
LPDJHRIWKHEDQNRQWKHPHPEHUVRIHDFKSDUWLFXODUJURXSZLOOEHGLIIHUHQW7KLVLVDSODXVLEOHDUJXPHQWVXSSRUWHG
E\ WKH HYLGHQFHSUHVHQWHG LQ WKHSUHYLRXV VHFWLRQ2Q WKH RWKHU KDQG KRZHYHU WKH VDPHHYLGHQFH VKRZV WKDW DOO
JURXSVRISRWHQWLDOFXVWRPHUVUHDFWVLPLODUO\WRDEDVLFVHWRIIDFWRUVPRUHSUHFLVHO\DVHWRIPLQLPXPVWDQGDUGV
ODUJHO\FRPPRQWRDOOJURXSVPXVWEHVDWLVILHGLIWKHEDQNLVWREHFRQVLGHUHGDVDSRWHQWLDOFKRLFHE\DQ\RIWKHP
7RUHFRQFLOHWKHVHWZRYLHZVZHUHILQHWKHFRQFHSWRIDEDQN
VLPDJHE\LQWURGXFLQJWKHIROORZLQJWZRFRQFHSWVWKH
%DVLF,PDJHDQGWKH6SHFLILF,PDJH
7KH%DVLF,PDJHRIDJLYHQEDQNPHDVXUHVWKHGHJUHHWRZKLFKWKHEDQNVDWLVILHVDVHWRIEDVLFFULWHULDFRPPRQ
IRU DOO FXVWRPHUV $ EDQN VDWLVI\LQJ WKRVH FULWHULD LV FRQVLGHUHG E\ DOO SRWHQWLDO FXVWRPHUV DV ZRUWK D FORVHU
H[DPLQDWLRQDQGDVDSRWHQWLDOILQDOFKRLFH
7KH 6SHFLILF ,PDJH RI D JLYHQ EDQN DV SHUFHLYHG E\ D SDUWLFXODU JURXS RI SRWHQWLDO FXVWRPHUVPHDVXUHV WKH
GHJUHH WR ZKLFK FXVWRPHUV EHORQJLQJ WR WKDW SDUWLFXODU JURXS FRQVLGHU WKH EDQN DV WKHLU EHVW ILQDO FKRLFH 7KLV
6SHFLILF ,PDJH KRZHYHU DOWKRXJK D IXQFWLRQ RI VSHFLILF IDFWRUV DSSHDOLQJ PDLQO\ WRPHPEHUV RI WKDW JURXS LV
SULPDULO\DIXQFWLRQRIWKH%DVLF,PDJH
7KH UHPDLQGHU RI WKLV SDSHUZLOO IRFXV RQ WKH GHILQLWLRQ DQG VWXG\ RI D EDQN¶V%DVLF ,PDJH 7KLV LV D UDWKHU
DEVWUDFWFRQFHSWZKLFKH[SUHVVHVWKHDFWXDOVWDWHRIWKHEDQNDSK\VLFDOO\UHDOL]DEOHPHDVXUHIRUWKH%DVLFLPDJHLV
GLIILFXOWWRILQG:KDWPD\EHPHDVXUHGPRUHHDVLO\LVWKHQHWFKDQJHRIDEDQN
VFXVWRPHUVGXULQJHDFKWLPHSHULRG
6XFKDFKDQJHKRZHYHULVRIYHU\OLWWOHLPSRUWDQFHDVDPHDVXUHRIWKHUHDOVWDWHRIWKHEDQN7KHSHUFHSWLRQDQG
UHDFWLRQ WLPHV WR DQ\ FKDQJH DUH GLIIHUHQW IRU WKH YDULRXV JURXSV RI SRWHQWLDO FXVWRPHUV +HQFH WKHPHDVXUDEOH
FKDQJHV RI WKH EDQN
V FXVWRPHUV PD\ EH JHQHUDOO\ FRQVLGHUHG DV WKH GHOD\HG DQG FRQVLGHUDEO\ VPRRWKHG
FRQVHTXHQFHRIFKDQJHVLQWKH%DVLF,PDJH
7KH VWXG\ RI WKH PHFKDQLVPV JRYHUQLQJ WKH VKDSLQJ DQG WKH FKDQJHV RI D EDQN
V %DVLF ,PDJH LV D WDVN RI
LPSHUDWLYHLPSRUWDQFH0DQ\EDQNDQDO\VWVKDYHDVVXPHGWKDWWKHSDWKWRZDUGVEDQNUXSWF\RULQVROYHQF\LVVPRRWK
DQG FRQWLQXRXV $V D FRQVHTXHQFH D QXPEHU RI HDUO\ZDUQLQJ V\VWHPV KDYH EHHQ VXJJHVWHG LQ WKH EDQNLQJ DQG
ILQDQFLDO OLWHUDWXUH WR DLG UHJXODWRUV LQ WKH LGHQWLILFDWLRQ RI SRWHQWLDO SUREOHP EDQNV +RZHYHU WKH DQDO\VWV¶
DVVXPSWLRQV DUH QRW DOZD\V YDOLG DV WKH EDQNLQJ KLVWRU\ LV IXOO RI FDVHV RI VXGGHQ DQG H[SORVLYH EDQN IDLOXUHV
+HQFH WKHVHV\VWHPVPD\EHRIOLWWOHXVHZKHQWKHSDWKWRZDUGVIDLOXUHLVH[SORVLYH LQYROYLQJDVXGGHQFUDVKRU
FDWDVWURSKH +R DQG 6DXQGHUV  ,W ZRXOG WKHUHIRUH EH LQWHUHVWLQJ WR GHYHORS DQ HDUO\ ZDUQLQJ V\VWHP WKDW
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FRXOG FDWHU IRU ERWK FRQWLQXRXV DQG GLVFRQWLQXRXV SDWKV WRZDUGV EDQN LQVROYHQF\ 6XFK D V\VWHP PD\ SURYH
YDOXDEOH HVSHFLDOO\ DV WKH XQH[SHFWHG IDLOXUH RI HYHQ D VLQJOH EDQN FRXOG DGYHUVHO\ DIIHFW WKH GHSRVLWRUV DQG
LQYHVWRUVFRQILGHQFHDV WR WKHVRXQGQHVVRI WKHEDQNLQJV\VWHPDQGXOWLPDWHO\RI WKHSD\PHQWVPHFKDQLVPLWVHOI
7KHGHYHORSPHQWRIVXFKDV\VWHPLVWKHREMHFWLYHRIWKLVSDSHU
7KH%DVLF,PDJHDVDQRYHUDOOPHDVXUHRILWVDWWUDFWLYHQHVVDQGSHUIRUPDQFHDSDUWIURPVLPSOLI\LQJWKHDQDO\VLV
RIDEDQN¶VGHYHORSPHQW KDV WKH IROORZLQJ WZRDGYDQWDJHV LW JLYHVDQHDUO\ZDUQLQJRIDQ\SRWHQWLDOGDQJHURI
GHFOLQHLWJLYHVWKHWUXHSLFWXUHRIWKHEDQNDQGKHOSVXVWRGHWHFWWKHFDXVHVDQGQRWRQO\WKHV\PSWRPVRIDQ\
H[LVWLQJSUREOHPV$QHDUO\DQGFRUUHFWGLDJQRVLVRIDSUREOHPLVSHUKDSVWKHELJJHVWVWHSWRZDUGVLWVVROXWLRQ,Q
WKHFDVHRIDEDQN¶VGHYHORSPHQWKRZHYHUWKHVHHGVRIGHFD\DUHXVXDOO\SODQWHGGXULQJDSHULRGRISURVSHULW\DQG
QRDFWLRQLVWDNHQDJDLQVWWKHPXQWLOLWLVWRRODWH7KHUHDUHVHYHUDOUHDVRQVIRUWKLVRQHRIZKLFKLVWKHOD[DWWLWXGH
VRPH EDQNV KDYH DGRSWHG EHFDXVH RI WKH \HDUV RI ³JRRG WLPHV´ 7KH SRWHQWLDO IRU WKLV LV H[DFHUEDWHG E\ WKH
UHGXFWLRQLQWKHUHJXODWRU\RYHUVLJKWRIEDQNVDQGLQVRPHFDVHVGHSWKRIPDQDJHPHQW3UREOHPVDUHPRUHOLNHO\WR
JR XQGHWHFWHG UHVXOWLQJ LQ D VLJQLILFDQW LPSDFW RQ WKH EDQN ZKHQ WKH\ DUH UHFRJQL]HG 7KHUHIRUH D PRQLWRULQJ
GHYLFHZKLFKZLOODOHUWXVDWWKHILUVWVLJKWRIGDQJHULVDGHYLFHRIJUHDWLPSRUWDQFH
:HKDYHVRIDULQWURGXFHGWKH%DVLF,PDJHRIDEDQNDVDIXQFWLRQRIDQXPEHURIIDFWRUVZKLFKLQIOXHQFHWKH
EHKDYLRXURIFXVWRPHUVDQGSRWHQWLDOFXVWRPHUV7KHFKRLFHRIDEDQNLVHVVHQWLDOO\DYROXQWDU\SURFHVVDQGKHQFH
DQ\DWWHPSW WR LPSURYHRUVXVWDLQ WKHDWWUDFWLYHQHVVRIDEDQNPXVWEHGLUHFWHG WRZDUGVSURYLGLQJ WKH IUDPHZRUN
ZLWKLQZKLFKWKLVYROXQWDU\SURFHVVFDQIORXULVK7KH%DVLF,PDJHDVGHILQHGPD\EHWKHEDVLVIRUVXFKDIUDPHZRUN
DQG WKH IDFWRUVDIIHFWLQJZLOO EH WKHSULPH WDUJHWV IRU LPSURYHPHQW7KH IDFWRUVDIIHFWLQJ%DVLF ,PDJHKDYHEHHQ
GHILQHGDQGSUHVHQWHGLQWKHSUHYLRXVVHFWLRQ)XUWKHUPRUHWKHVHIDFWRUVPD\EHGLYLGHGLQWRWZRJURXSVGHSHQGLQJ
RQZKHWKHUWKH\UHIHUWRWKHYDULHW\DQGTXDOLW\RIWKHEDQN¶VSURGXFWVVHUYLFHVRUWRWKHLUDFFHVVLELOLW\7KHIDFWRUV
RI WKH ILUVW VHW LH9DULHW\ RI 3URGXFWV DQG 6HUYLFHV4XDOLW\ RI 3URGXFWV DQG 6HUYLFHV SURSHUO\ TXDQWLILHG DQG
VFDOHGJLYHDPHDVXUHRIWKHUDQJHDQGTXDOLW\RIWKHSURGXFWVDQGWKHVHUYLFHVRIIHUHG7KLVPHDVXUHLVUHIHUUHGWR
DVWKH3URGXFWVDQG6HUYLFHV,QGLFDWRURIEDQNL L,1' 6LPLODUO\WKHIDFWRUVRIWKHVHFRQGVHWLH,QWHUHVW5DWHVRI'HSRVLWDFFRXQWV,QWHUHVW5DWHVRI/RDQDFFRXQWVDQGFDUGV3RLQWVRI6DOHVJLYHDPHDVXUHRIWKHDFFHVVLELOLW\
DQGWKHFRVWRIDEDQN¶VSURGXFWVDQGVHUYLFHV7KLVPHDVXUHLVUHIHUUHGWRDVWKH5HDFKDELOLW\,QGLFDWRURIEDQNL
 L,1' +HQFHDEDQN¶V%DVLF,PDJHLVDIXQFWLRQRIWKRVHWZR,QGLFDWRUVLH    L L%DVLF ,PDJH 3URGXFWV	6HUYLFHV ,QGLFDWRU5HDFKDELOLW\ ,QGLFDWRU ,1' ,1'M M   
:D\VIRUTXDQWLI\LQJWKRVH,QGLFDWRUVZLOOEHJLYHQLQVHFWLRQ7KHH[SUHVVLRQRIWKH%DVLF,PDJHDVDIXQFWLRQ
RIWKRVHWZR,QGLFDWRUVLVQRWDFFLGHQWDORQWKHFRQWUDU\LWLVFRQVLVWHQWZLWK
x 7KHFRQFHSWRIDEDQNDVDFRPSOH[VHUYLFHXQLWZKRVHJURZWKGHSHQGVRQDFKLHYLQJDEDODQFHEHWZHHQ
SRWHQWLDOO\FRQIOLFWLQJREMHFWLYHVx 7KHODWHVW&50&XVWRPHU5HODWLRQVKLS0DQDJHPHQWILQGLQJVLQGLFDWLQJWKDWVHUYLFHTXDOLW\DQGGHOLYHU\
FKDQQHOVDUHWZRNH\SRLQWVDIIHFWLQJDEDQN¶VGHYHORSPHQW
$EDQN¶V%DVLF,PDJHDVGHILQHGLQRXUVWXG\LVD&50EDVHGWRROZKLFKJLYHVD³VQDSVKRW´RIDEDQN¶VFXUUHQW
VWDWH³JRRG´RU³EDG´DQGPD\DFWDVDQHDUO\ZDUQLQJGHYLFHIRUDQ\IXWXUHSUREOHPV:HEHOLHYHWKDWE\GHILQLQJ
DEDQN¶V%DVLF,PDJHDVDIXQFWLRQRILWVDWWULEXWHVUHODWHGWRFXVWRPHUVDWLVIDFWLRQRQRQHKDQGDQGUHDFKDELOLW\RI
SURGXFWVDQGVHUYLFHVRQWKHRWKHUZHKDYHDQRYHUDOOUHOLDEOHHVWLPDWHIRUWKHEDQN¶VSURVSHFWVRIGHYHORSPHQW
&RQFOXGLQJ LW VKRXOG EHPHQWLRQHG WKDW WKH JURZWK RI D EDQNPD\ EH H[SUHVVHG ERWK LQ DEVROXWH RU UHODWLYH
WHUPV ,Q WKH ODWWHU DQG PRVW LQWHUHVWLQJ FDVH WKH GHYHORSPHQW SDWWHUQ RI D JLYHQ EDQN LV FRPSDUHG WR WKDW RI D
K\SRWKHWLFDOEDQNZKLFKLVUHIHUUHGWRDVWKH³W\SLFDO´EDQNDQGH[SUHVVHVDVIDUDVSRVVLEOHDQDYHUDJHRIWKHPDLQ
EDQNVRIDVLPLODUW\SHWRWKDWRIWKHVWXG\,QWKLVSDSHUZHVKDOOEHORRNLQJDWWKHUHODWLYHGHYHORSPHQWSDWWHUQVRID
EDQN +HQFH DOO WKH IDFWRUV DIIHFWLQJ LWV LPDJHV %DVLF DQG 6SHFLILF VKRXOG EH H[SUHVVHG LQ UHODWLYH WHUPV DV
FRPSDUHGWRWKHFRUUHVSRQGLQJYDOXHVRIWKH³W\SLFDO´EDQN
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3URSHUWLHVRIWKH%DVLF,PDJH
/HWXVQRZPRYHDVWHSIXUWKHUDQGFRQFHQWUDWHRQWKHSUREOHPRIWKHWKHRUHWLFDOVKDSHRIWKHJUDSKRIWKH%DVLF
,PDJH,WLVUHPLQGHGWKDWWKH%DVLF,PDJHKDVEHHQGHILQHGDVDIXQFWLRQRIWZRFRQIOLFWLQJLQGLFDWRUVDQGKHQFHLWV
JUDSKPXVWEHDWKUHHGLPHQVLRQDORQH,QRUGHUWRJHWDILUVWIHHOLQJRIWKHVKDSHRIWKDWJUDSKZHVWDUWE\VWDWLQJWKH
IROORZLQJVLPSOHREVHUYDWLRQVGHVFULELQJWKHZD\LQZKLFKWKHWZRLQGLFDWRUVRSHUDWH
x 7KHKLJKHUWKH3URGXFWVDQG6HUYLFHV,QGLFDWRURIDEDQNWKHPRUHDWWUDFWLYHLWV%DVLF,PDJHx 7KHORZHUWKH5HDFKDELOLW\,QGLFDWRURIDEDQNWKHOHVVDWWUDFWLYHLWV%DVLF,PDJHx ,IWKH3URGXFWVDQG6HUYLFHV,QGLFDWRURIDEDQNLVFRQWLQXRXVO\LQFUHDVLQJEXWDWWKHVDPHWLPHLWV5HDFKDELOLW\
,QGLFDWRULVFRQWLQXRXVO\GHFUHDVLQJWKH%DVLF,PDJHRIWKHEDQNPD\EHHLWKHUDWWUDFWLYHRUQRQDWWUDFWLYHDQG
VXGGHQFKDQJHVLQLWVVWDWHPD\EHH[SHFWHG
2EVHUYDWLRQVLDQGLLGHVFULEHWKHHIIHFWVRIWKHWZR,QGLFDWRUVZKHQWKH\DFWVHSDUDWHO\DQGLQGHSHQGHQWO\RI
HDFKRWKHUREVHUYDWLRQLLLRQWKHRWKHUKDQGGHVFULEHVFHUWDLQHIIHFWVZKLFKPD\EHH[SHFWHGZKHQERWKLQGLFDWRUV
DUH DFWLQJ WRJHWKHU2EVHUYDWLRQ LLL LV WKHPRVW LQWHUHVWLQJEHFDXVH LW LPSOLHV WKDW WKHJUDSKZHZDQW WRGUDZ LV
GLVFRQWLQXRXV
7KHJHQHUDOPDWKHPDWLFDOWKHRU\RIGLVFRQWLQXRXVDQGGLYHUJHQWEHKDYLRXUIURPFRQWLQXRXVXQGHUO\LQJIRUFHVLV
FDOOHG&DWDVWURSKH7KHRU\7KRP=HHPDQ7KHWKHRU\LVGHULYHGIURP7RSRORJ\DQGLVEDVHGXSRQ
VRPH QHZ WKHRUHPV LQ WKH JHRPHWU\ RIPDQ\ GLPHQVLRQVZKLFK FODVVLI\ WKHZD\V LQZKLFK GLVFRQWLQXLWLHVPD\
RFFXULQWHUPVRIDIHZDUFKHW\SDOIRUPVFDOOHGHOHPHQWDU\FDWDVWURSKHV3RVWRQDQG6WHZDUW$OWKRXJKWKH
XQGHUO\LQJ PDWKHPDWLFV DUH GLIILFXOW DQG WKH SURRIV RI WKH WKHRUHPV LQYROYHG FRPSOLFDWHG WKH HOHPHQWDU\
FDWDVWURSKHV WKHPVHOYHVDUH UHODWLYHO\HDV\ WRXQGHUVWDQGDQGFDQEHXVHGHIIHFWLYHO\ HYHQE\QRQH[SHUWV LQ WKH
VXEMHFW$QJHOLVDQG'LPDNL&DWDVWURSKHWKHRU\ZDVGHYHORSHGDQGSRSXODUL]HGLQWKHHDUO\¶V$IWHUD
SHULRGRIFULWLFLVP LW LVQRZZHOOHVWDEOLVKHGDQGZLGHO\DSSOLHG5RVVHU7RGD\ WKH WKHRU\ LVYHU\PXFK
DOLYHDQGQXPHURXVQRQOLQHDUSKHQRPHQDWKDWH[KLELWGLVFRQWLQXRXVMXPSVLQEHKDYLRUKDYHEHHQPRGHOHGE\XVLQJ
WKHWKHRU\ IRULQVWDQFHLQFKHPLVWU\:DOHV LQSK\VLFV$HUWV LQSV\FKRORJ\9DQGHU0DVVHWDO
 LQFOLQLFDOVWXGLHV 6PHU]DQG*XDVWHOORDQGLQ WKHVRFLDOVFLHQFHVHJ6PLWKHWDO'RXDQG
*KRVH+XDQJ
7DEOHVXPPDUL]HVWKHHOHPHQWDU\FDWDVWURSKHVLQWKHFDVHZKHUHDSURFHVVLVH[SUHVVHGWKURXJKRQHEHKDYLRXU
YDULDEOHGHSHQGLQJRQRQHXSWRIRXUFRQWUROYDULDEOHV
,QWKHFDVHRIDSURFHVVIRUH[DPSOHZKRVHEHKDYLRXUGHSHQGVRQWZRFRQWUROYDULDEOHVLWLVVXIILFLHQWWRNQRZ
WKDW D WKHRUHP H[LVWV JLYLQJ WKH TXDOLWDWLYH VKDSH RI D GLPHQVLRQDO VXUIDFH ZKLFK VKRZV DOO SRVVLEOH ZD\V LQ
ZKLFKDGLVFRQWLQXLW\LQWKHEHKDYLRXUPD\RFFXU7KHWZRFRQWUROYDULDEOHVDUHXVXDOO\UHIHUUHGWRDVQRUPDODQG
VSOLWWLQJIDFWRUUHVSHFWLYHO\
 7DEOH6RPHHOHPHQWDU\FDWDVWURSKHV
1XPEHURI%HKDYLRU
9DULDEOHV
1XPEHURI&RQWURO
9DULDEOHV 7\SHRI&DWDVWURSKH
  )ROG
  &XVS
  6ZDOORZWDLO
  %XWWHUIO\

(OHPHQWDU\&DWDVWURSKHVKDYHFKDUDFWHULVWLFLQYDULDQWSURSHUWLHVDQGRIWHQHYHQZDYHIODJV*LOPRUHWR
JDLQ RXU DWWHQWLRQ )LJXUH  LOOXVWUDWHV JUDSKLFDOO\ WKRVH ILYH SURSHUWLHV IRU WKH FDVH RI FXVS FDWDVWURSKH )XUWKHU
GHWDLOVDERXWWKHPDUHJLYHQEHORZ
x 0RGDOLW\DULVHVZKHQIRUVRPHFRPELQDWLRQVRIYDOXHVRIWKHFRQWUROSDUDPHWHUVWKHUHDUHWZRRUPRUHSRVVLEOH
VWDEOHYDOXHVIRUWKHVWDWHYDULDEOH
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x 6XGGHQ-XPSVWDNHSODFHZKHQDVPDOOFK
FKDQJHLQWKHYDOXHRIWKHVWDWHYDULDEOHDx +\VWHUHVLVRFFXUVZKHQHYHUDSK\VLFDOSUR
PLQLPXPWRDQRWKHUGRHVQRWRFFXURYHUWx 'LYHUJHQFHDULVHVZKHQVPDOOFKDQJHVLQ
YDOXHRIWKHVWDWHYDULDEOHx ,QDFFHVVLELOLW\PHDQVWKDWWKHSK\VLFDOV\V
5HWXUQLQJWRWKHSUHVHQWFDVHRXULQWHQWLR
PRGHOHGLQWHUPVRIDFXVSFDWDVWURSKH7KH
ILYHLQYDULDQWSURSHUWLHVFKDUDFWHUL]LQJSKHQ
VXGGHQWUDQVLWLRQVK\VWHUHVLVGLYHUJHQFHDQG
7KHLGHDRIELPRGDOLW\DQGVXGGHQWUDQVLW
KDYHGHYHORSHGPDQ\WLPHVWKURXJKRXWKLVWR
FHQWXU\VDZEDQNLQJDQGILQDQFLDOFUDVKH
      DQG
3URPLQHQWH[DPSOHVRIJHQHUDOL]HGFULVHVLQ
6DYLQJV DQG /RDQ FULVLV LQ WKH V DQG
VXESULPHPRUWJDJHFULVLV LQWKHV7\SL
EDQNV DOO RYHU WKH ZRUOG +HQOH\ 
PLQLPXPLQODUJHORVVHVRIZHDOWKDQGGLVU
FDXVHGFRQVLGHUDEOHGLVWUHVVWRLQYHVWRUVDQG
FDVHVLQYROYHGODUJHRXWOD\VRISXEOLFIXQGV
DQGDSSHDUDVVXGGHQFUDVKHV2Q WKHRWKHU
JHVWDWLRQSHULRG7KRVHDUHWKHFDVHVZKHQE
EHFDXVH RI HLWKHU EDFNLQJ E\ WKH JRYHUQP
SUREOHPRUVKHHUOXFN7KRVH³PHDVXUHV´PD
KLVWRU\LVIXOORIVXFKH[DPSOHVWKHPRVWUHF
DO
)LJ7KHILYHFK
DQJHLQWKHYDOXHVRIWKHFRQWUROSDUDPHWHUVPD\UHVX
VWKHV\VWHPMXPSVIURPRQHORFDOPLQLPXPWRDQRWKH
FHVVLVQRWVWULFWO\UHYHUVLEOH7KDWLVZKHQWKHMXPS
KHVDPHSRLQWLQWKHFRQWUROSDUDPHWHUVSDFHDVWKHUH
LQLWLDOYDOXHVRIWKHFRQWUROSDUDPHWHUVOHDGWRODUJHFK
WHPKDVDQHTXLOLEULXPVWDWHZKLFKLVXQVWDEOH
QLVWRVKRZWKDWWKHSURFHVVRIVKDSLQJDEDQN¶V%D
ILUVWVWHSWRZDUGVWKLVGLUHFWLRQZLOOEHWRVKRZWKDWD
RPHQDWKDWPD\EHGHVFULEHGE\WKHFXVSFDWDVWURSK
LQDFFHVVLELOLW\DUHSUHVHQWLQRXUSDUWLFXODUFDVH
LRQVLVQRWQRYHOLQEDQNLQJOLWHUDWXUH%DQNLQJFULVHV
U\IRUWKHEDQNLQJVHFWRUDVDZKROHRUIRULQGLYLGX
VDQGWKHWKDQRWKHULQFOXGLQJ$PHULFDQEDQNL
 )LQDOO\ WKHUHZHUH D KHDOWK\  VXFK VWRUPV LQ
FOXGHWKHEDQNUXQWKDWRFFXUUHGGXULQJWKH*UHDW'H
HDUO\ V WKH -DSDQHVH EDQNLQJ FULVLV GXULQJ WK
FDOH[DPSOHVRIVHYHUHFULVHVLQLQGLYLGXDOEDQNVLQF
,Q DOO FDVHV EDQNLQJ FULVHV WR YDU\LQJ GHJUHHV K
XSWLRQVLQWKHVXSSO\RIFUHGLWIRULQYHVWPHQWDQGFR
VDYHUVODUJHDQGVPDOO)XUWKHUPRUHUHVROYLQJWKH
+DUG\6RPHEDQNIDLOXUHVZLOOFRQWLQXHWRF
KDQG WKHUHDUHDOVRFDVHVRIFULVHVH[KLELWLQJDQK\
DQNLQJFULVHVDSSHDUWREHLPPLQHQWIRUDORQJSHULRG
HQW ULVN\ DFWLYLWLHV XQGHUWDNHQ E\ WKH PDQDJHPHQW
\ZRUNIRUVRPHWLPHEXWVRRQHURUODWHUWKHFULVLVZ
HQWRIZKLFKLVWKHFDVHRIWZRRI,FHODQG¶VPDLQEDQ

DUDFWHULVWLFSURSHUWLHVRIWKH&XVS&DWDVWURSKHJUDSK
OWLQDODUJH
U
IURPRQHORFDO
FLSURFDOMXPS
DQJHVLQWKHILQDO
VLF,PDJHPD\EH
WOHDVWVRPHRIWKH
HLHELPRGDOLW\
DQGEDQNIDLOXUHV
DOEDQNV7KHWK
QJFULVHVLQ
 WKH WK FHQWXU\
SUHVVLRQWKH86
H V DQG WKH
OXGHDQXPEHURI
DYH UHVXOWHG DW D
PPHUFHDQGKDYH
FULVHVKDVLQPRVW
RPHDVDVXUSULVH
VWHUHVLV LHD ORQJ
EXWGRQRWRFFXU
 WR RYHUFRPH WKH
LOOFRPH%DQNLQJ
NV0DJQXVVRQHW
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'LYHUJHQFHPD\DSSHDULQWKHFDVHRIWZREDQNVWU\LQJWRSHQHWUDWHDQHZPDUNHWEXWWKHLUVWUDWHJLHVFRQFHUQLQJ
ULVNWDNLQJDUHGLIIHUHQW7KHLUGHYHORSPHQWKHQFHZLOOEHGLIIHUHQWDQGLIWKHULVNH[SRVXUHRIWKHULVNSURQHEDQN
H[FHHGV FHUWDLQ OLPLWV WKLVPD\ OHDG WR SUREOHPV DQG HYHQWXDO IDLOXUH 7KH LGHD RI LQDFFHVVLELOLW\ DOWKRXJK QHYHU
H[SUHVVHGH[SOLFLWO\ LVQRWQRYHOLQEDQNLQJOLWHUDWXUH:KHQDEDQNLVIDFLQJSRVVLEOHEDQNUXSWF\LWVRZQHUVDQG
PDQDJHUV PD\ WDNH JUHDWHU ULVNV LI WKH\ H[SHFW WR DYRLG EHLQJ KHOG DFFRXQWDEOH $V D UHVXOW SUREOHPV WKDW FDQ
RUGLQDULO\ EH FRQWDLQHG PD\ EH PDJQLILHG VRRQHU RU ODWHU WKH EDQNLQJ V\VWHP ZLOO UXQ LQWR GLIILFXOWLHV DQG WKH
GHOD\HGIDLOXUHZLOO WKHQEHVXGGHQDQGH[SORVLYH+DUG\7KHSRWHQWLDORIKLJKDFFHOHUDWLRQ LQ WKH ORVVRU
JDLQRIDEDQN¶VDWWUDFWLRQSRZHURQFHLWKDVHQWHUHGDF\FOHRIGHSULYDWLRQRUSURVSHULW\VXJJHVWVWKDWLQVXFKFDVHV
DUDQJHRIYDOXHVRILWV%DVLF,PDJHUHSUHVHQWLQJQHXWUDOLW\PD\EHJHQHUDOO\FRQVLGHUHGDQXQVWDEOHDQGWKHUHIRUH
SUDFWLFDOO\XQDWWDLQDEOHVLWXDWLRQ,QPDQ\FDVHVEDQNLQJFULVHVVWDUWZKHQDEDQNLVRYHUH[SRVHGWRULVNLQDQHIIRUW
WRLQFUHDVHLWVPDUNHWVKDUHE\RIIHULQJPRUHFRPSHWLWLYHSURGXFWVWKDQLWVFRPSHWLWRUV,QPRVWRIWKHVHFDVHVWKLV
H[SRVLWLRQ WRULVN LV UHODWHG WRGHYHORSPHQWDQGRIIHURIVSHFLDOW\SURGXFWVDLPLQJ WRVDWLVI\VSHFLILFQHHGVRI WKH
PDUNHW
0RGHOLQJDEDQN¶V%DVLF,PDJH
7KHJHQHUDOIRUPRIWKHPRGHO
:H KDYH VR IDU VKRZQ WKDW WKH SURFHVV RI VKDSLQJ D EDQN¶V%DVLF ,PDJH KDV DOO WKH SURSHUWLHV FKDUDFWHUL]LQJ
SKHQRPHQDZKLFKPD\EHPRGHOHGLQWHUPVRI&DWDVWURSKH7KHRU\+HQFHZHPD\QRZXVH&DWDVWURSKH7KHRU\WR
HVWLPDWHDEDQN¶V%DVLF,PDJH,WLVUHPLQGHGWKDWWKH%DVLF,PDJHRIDEDQNKDVEHHQGHILQHGDVDIXQFWLRQRIWZR
FRQIOLFWLQJ LQGLFDWRUV 7KHUHIRUH WKH DSSURSULDWH HOHPHQWDU\ FDWDVWURSKH LV WKH FXVS &RQVHTXHQWO\ WKH YDOXH
 L[ L Q RIWKHLWKEDQN¶V%DVLF,PDJHDWHDFKSRLQWLQWLPHLVJLYHQDVDVROXWLRQRIWKHHTXDWLRQ
   DE[[ LL   
ZLWK                 L LL LD P ,1' ,1' ,1' ,1' LI PE ,1' ,1' P ,1' ,1'­    ° d®    °¯ 
DQG                   L LL LD ,1' ,1' P ,1' ,1' LI PE P ,1' ,1' ,1' ,1'­    ° !®    °¯ 
x (TXDWLRQLVUHIHUUHGWRDVWKH%DVLF,PDJH(TXDWLRQDQGLWVJUDSKLVTXDOLWDWLYHO\HTXLYDOHQWWRWKH&XVS
&DWDVWURSKH*UDSK)LJXUHx L,1' DQG L,1' H[SUHVVWKHYDOXHVRIWKHWZR,QGLFDWRUVIRUWKHLWKEDQNZKLOH ,1' DQG ,1' H[SUHVVWKHYDOXHVRIWKRVHWZR,QGLFDWRUVIRUWKH³W\SLFDO´EDQN7KHSRLQW    ,1' ,1' FRUUHVSRQGVWRWKHYHUWH[RIWKHFXVSZKLOH WDQP ș UHSUHVHQWVWKHVORSHRIWKHFXVSD[LVDQGH[SUHVVHVWKHUHODWLYHZHLJKWVDWWDFKHGWRHDFK
RQHRIWKHWZRLQGLFDWRUVLQGHILQLQJWKH%DVLF,PDJH)RUWKHSXUSRVHVRIWKLVZRUNWKHYDOXHVRIDOO,QGLFDWRUV
OLHLQWKHLQWHUYDO>@ZKHUHDVWKHYDOXHRILWV%DVLF,PDJHOLHVLQWKHLQWHUYDO>@7KHYDOXHRIWKHW\SLFDO
EDQN¶V%DVLF,PDJHLV+HQFHSRVLWLYH%DVLF,PDJHLQGLFDWHVDQDWWUDFWLYHEDQNWKDWPD\EHFRQVLGHUHGDVD
SRWHQWLDOILQDOFKRLFHE\WKHYDULRXVJURXSVRISURVSHFWLYHFXVWRPHUV

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)LJ7KH&X
7KHSRVLWLRQRIWKHFXVSLQ)LJXUHLVLQG
VXUIDFH$V ORQJDV WKH WUDMHFWRU\ UHPDLQVR
WUDMHFWRU\PRYHVRQWKHORZHUSDUWWKHEDQN
%DVLF,PDJHDQG 
 
 7 7  
 
 7 7 DUHWKHLUSURMHF:H KDYH VR IDU GHILQHG D EDQN¶V L %DV
SRWHQWLDOO\FRQIOLFWLQJ LQGLFDWRUV$ODUJHYD
DQGTXDOLW\RISURGXFWVDQGVHUYLFHVRQRQH
IRXQGLQWKHUHOHYDQWOLWHUDWXUH)RUWKHSXUSR
RI VHYHUDO6XE LQGLFDWRUV HDFKRIZKLFKGH
,PDJH 7KH XVH RI WKLV JHRPHWULFPHDQ LV M
UHVSHFWLYHLQGLFDWRULVFRQVLGHUHGWREHFULWLF

    
PK KPL LM
M
,1' 6E, K L     !
ZKHUH KL,1' GHQRWHVWKH WKK ,QGLFDWRURIEDWR ,QGLFDWRUK (DFK6XE LQGLFDWRU KLM6E, LV7KLV LQGH[ LV LQ WXUQ D IXQFWLRQRI DOO YDUL
GHILQHGLQWKHIROORZLQJWZRZD\V

VS&DWDVWURSKHJUDSKLQWKHFDVHRI%DVLF,PDJH
LFDWLYH7KHWUDMHFWRU\RIDEDQN¶V%DVLF,PDJHOLHVR
Q WKHXSSHU VHFWLRQRI WKLV VXUIDFH WKHEDQN LVDWWUD
EHFRPHVUHSXOVLYH  77 DQG  7 7 DUHW\SLFDOWUDMHFWWLRQVRQWKHWZRGLPHQVLRQDO&RQWURO6SDFH&
LF ,PDJH DV D IXQFWLRQ RI D PXOWLWXGH RI IDFWRUV
ULHW\RILQGLFDWRUVHLWKHUVLPSOHRUFRPSRVLWHTXDQ
KDQGDQGWKHSK\VLFDODQGHFRQRPLFUHDFKDELOLW\RQ
VHVRIRXUPRGHOWKRVHLQGLFDWRUVDUHH[SUHVVHGDVWK
SHQGVRQDQXPEHURI IDFWRUVDPRQJ WKRVH DIIHFWLQJ
XVWLILHG E\ WKH IDFW WKDW HDFK RQH RI WKH 6XE LQGLFD
DOO\LPSRUWDQWIRUWKLVLQGLFDWRU¶VYDOXH&RQVHTXHQWO\
Q 
QNLDQG KLM6E, GHQRWHVWKH WKM 6XELQGLFDWRURIEDQN GHILQHG DV D QRQOLQHDU IXQFWLRQ RI D UHVSHFWLYH5H
DEOHVPHDVXUHGRU HVWLPDWHG DIIHFWLQJ WKH6XE LQGL
QWKH%DVLF,PDJH
FWLYHZKLOH LI WKH
RULHVRIDQEDQN¶V
JURXSHG LQWR WZR
WLI\LQJWKHYDULHW\
WKHRWKHUPD\EH
HJHRPHWULFPHDQ
 WKHEDQN¶V%DVLF
WRUV DIIHFWLQJ WKH


LZKLFKLVUHODWHG
ODWLYH ,QGH[ KLM5, FDWRU DQGPD\EH
270   Vasilis Angelis et al. /  Procedia Economics and Finance  19 ( 2015 )  261 – 277 
x 7KHYDOXHVRIDOOYDULDEOHVH[SUHVVHGLQU
WKH5HODWLYH,QGH[ KLM5,   K    L  x 7KHYDULDEOHVDUHFODVVLILHGLQWRYDULRXVV
DIIHFW7KHYDOXHVRIDOOYDULDEOHVEHORQJL
EDQNDUHXVHGWRREWDLQGLUHFWO\WKHUHVSH
  M P !    N U ! )LQDOO\WK


N
U K
N LM
K N
LM U
N
N
Z 56,
5,
Z
 
 
 ¦¦   K    L  !
ZKHUH  NZ  N   U ! DUHZHLJKWVLQGLFUHVSHFWLYH5HODWLYH,QGH[
)RUWKHSXUSRVHVRIWKHSUHVHQWSDSHUWKH
YDOXHV DUH WUDQVIRUPHG VR DV WR REWDLQ WKH
PRGHO WKLV WUDQVIRUPDWLRQ KDV EHHQ EDVHG
DFFHSWHG YLHZV H[SUHVVHG LQ OLWHUDWXUH ,Q W
K
LM5, DVLPSOHUHODWLRQVKLSKDVEHHQXVHG$WKH FRUUHVSRQGLQJ VXE LQGLFDWRU UHPDLQV DO
OLPLWHGYDULDWLRQRIWKHVXELQGLFDWRU¶VLQIOX
K
LM5, EHFRPHV VXEVWDQWLDOO\ JUHDWHU RU ORZHEDQN¶VYDOXH KLM6E, DOVRLQFUHDVHVUDSLGO\LWUDQVIRUPDWLRQ LV VKRZQ LQ )LJXUH  7K
WUDQVIRUPDWLRQLIKLVXQGHUO\LQJVHWRIDVVXP
)LJ$QLQGLFDWLYHWUDQVIRU
1RWH WKDW HDFK 6XE LQGLFDWRU DQG WKH
GHYHORSPHQW7KHWUDQVIRUPDWLRQXVHGZRUN
x $OOVXELQGLFDWRUVKDYHWKHVDPHUDQJH)
YDOXHVXVXDOO\>@KHQFHWKHUDQJHRI
       KL,1' K L Q  ! LVDOVR>QHHGVWREHHPSKDVL]HG7KLVPD\EHGRQ
LQGLFDWRUVPXVWEHPRGLILHGVRWKDWWKHUx 7KHHIIHFWRIFKDQJHVLQWKHYDOXHVRIYDU
SDWWHUQIRUDOOVXELQGLFDWRUV
HODWLYHWHUPVZLWKUHVSHFWWRWKHW\SLFDOEDQNDUHXVHG
 Q!    M P ! 
HWVGHSHQGLQJRQWKHVSHFLILFFRPSRQHQWRIWKH6XEL
QJWRHYHU\VHWH[SUHVVHGLQUHODWLYHWHUPVZLWKUHVSH
FWLYH5HODWLYH6XELQGLFHV NKLM56,   K    L  !RVH6XE,QGLFHVDUHFRPELQHGVRDVWRJLYH5HODWLYH,Q
Q    M P !
DWLQJWKHUHODWLYHLPSRUWDQFHDWWDFKHGWRHDFK6XELQG
VHFRQGZD\ZLOOEHXVHG2QFHWKH5HODWLYH,QGH[KD
 FRUUHVSRQGLQJ YDOXHV RI 6XE LQGLFDWRU KLM6E,  )RU WK RQ DYDLODEOH GDWD EXW DOVR RQ DVVXPSWLRQV FRQVLVW
KH FDVH RI D JLYHQ VXE LQGLFDWRU KLM6E,  GHSHQGLQJ RVORQJDVWKHYDOXHRIWKH5HODWLYH,QGH[ KLM5, LVFORVVR FORVH WR  LH FORVH WR WKH W\SLFDO EDQN¶V YDOXH
HQFHRQWKHEDQN¶V,PDJH+RZHYHUDVWKHYDOXHRI
U WKDQ  LQ RWKHU ZRUGV VXEVWDQWLDOO\ EHWWHU RU ZRU
QGLFDWLQJLWVVWURQJLQIOXHQFHRQWKHEDQN¶VGHYHORSP
H SURVSHFWLYH XVHU RI WKH PRGHO KRZHYHU PD\ H
SWLRQVLVGLIIHUHQW

PDWLRQRID5HODWLYH,QGH[LQWRWKHFRUUHVSRQGLQJ6XELQGLFDWRU
UHVSHFWLYH 5HODWLYH ,QGH[ VXPPDUL]H WKH VDPH D
VDVDVWDQGDUGL]DWLRQSURFHVVDQGLWLVQHHGHGWRHQVX
RUWKHSXUSRVHVRIWKHPRGHODOOVXELQGLFDWRUVKDYHW
WKHLUSURGXFWLV>  @Q DQGFRQVHTXHQWO\WKHUDQJHR
@,QFHUWDLQFDVHVKRZHYHUWKHGRPLQDQFHRIDSDUWLF
HE\LQFUHDVLQJLWVUDQJH,QVXFKDFDVHWKHUDQJHRI
DQJHRIWKHLUSURGXFWUHPDLQVWKHVDPHLH>Q @
LDEOHVRQWKHYDOXHVRIWKHUHVSHFWLYHVXELQGLFDWRUVIR
WRREWDLQGLUHFWO\
QGLFDWRUWKH\
FWWRWKHW\SLFDO
Q 
GH[

H[LQGHILQLQJWKH
VEHHQGHILQHGLWV
H SXUSRVHV RI WKH
HQW ZLWK JHQHUDOO\
Q D5HODWLYH ,QGH[
HWRWKHYDOXHRI
 WKXV LQGLFDWLQJ D
WKH5HODWLYH,QGH[
VH WKDQ WKH W\SLFDO
HQW$QLQGLFDWLYH
DVLO\ PRGLI\ WKLV
VSHFW RI D EDQN¶V
UHWKDW
KHVDPHUDQJH
I
XODUVXELQGLFDWRU
WKHUHPDLQLQJVXE
OORZVWKHVDPH
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(VWLPDWLRQRIWKHPRGHOSDUDPHWHUVIRUWKHFDVHXQGHUVWXG\
5HWXUQLQJWRWKHSUHVHQWFDVHLWLVUHPLQGHGWKDWWKHIDFWRUVDIIHFWLQJDEDQN¶V%DVLF,PDJHPD\EHGLYLGHGLQWR
WZRJURXSVDFFRUGLQJ WRZKHWKHU WKH\FRQFHUQ WKHYDULHW\DQG WKHTXDOLW\RI WKHVHUYLFHVRIIHUHGRU WKHLUSK\VLFDO
DFFHVVLELOLW\DQGILQDQFLDODIIRUGDELOLW\
 7DEOH,QGLFDWRUVDQG6XELQGLFDWRUV
 

    L LM
M
,1' 6E, L Q    !         L LMM,1' 6E, L Q    ! 
ZKHUH

L,1'  7KH3URGXFWV	6HUYLFHV,QGLFDWRURIEDQNL L,1'  7KH5HDFKDELOLW\,QGLFDWRURIEDQNL

L6E,  7KH9DULHW\RI3URGXFWV	6HUYLFHV6XELQGLFDWRURIEDQNL L6E,  7KH&RVWRI%RUURZLQJ6XELQGLFDWRURIEDQNL

L6E,  7KH4XDOLW\RI3URGXFWV	6HUYLFHV6XELQGLFDWRURIEDQNL L6E,  7KH(DUQLQJVIURP'HSRVLWV6XELQGLFDWRURIEDQNL
  L6E,  7KH3RLQWRI6DOHV6XELQGLFDWRURIEDQNL

7KH IDFWRUV RI WKH ILUVW JURXSSURSHUO\TXDQWLILHG DQG VFDOHGJLYH DPHDVXUHRI WKH YDULHW\ DQGTXDOLW\RI WKH
SURGXFWVDQGVHUYLFHVRIIHUHG7KLVPHDVXUHLVUHIHUUHGWRDVWKH3URGXFWV	6HUYLFHV,QGLFDWRU6LPLODUO\WKHIDFWRUV
RIWKHVHFRQGJURXSJLYHDPHDVXUHRIWKHDFFHVVLELOLW\DQGWKHFRVWRIDEDQN¶VSURGXFWVDQGVHUYLFHV7KLVPHDVXUH
LVUHIHUUHGWRDVWKH5HDFKDELOLW\,QGLFDWRU)XUWKHUPRUHHDFKRIWKRVH,QGLFDWRUVLVH[SUHVVHGDVWKHJHRPHWULFPHDQ
RIVHYHUDO6XELQGLFDWRUVDVVKRZQLQ7DEOH
$ FOHDU RYHUYLHZ RI WKH YDULDEOHV DIIHFWLQJ D EDQN¶V %DVLF ,PDJH DQG WKHLU FRQYHUVLRQ WKURXJK 6XE ,QGLFHV
5HODWLYH6XELQGLFHV5HODWLYH,QGLFHVDQG6XELQGLFDWRUVLQWR,QGLFDWRUVDQGILQDOO\LQWRWKHEDQN¶V%DVLF,PDJHLV
JLYHQLQ7DEOH7KHVHOHFWLRQRIWKHIDFWRUVLQFOXGHGLQ7DEOHLVEDVHGRQWKHDYDLODEOHOLWHUDWXUH
$W WKLV VWDJH WZRSRLQWVVKRXOGEHPDGH7KHILUVW UHIHUV WR WKHVWUXFWXUHRIDEDQN¶V%DVLF ,PDJH7KHZD\ LQ
ZKLFK%DVLF,PDJHKDVEHHQVWUXFWXUHGDOORZVWKHUHVHDUFKHUWRGHWHUPLQHQRWRQO\DQ\FKDQJHVLQWKH%DVLF,PDJH
YDOXH EXW DOVR WKH FDXVHV RI WKRVH FKDQJHV *RLQJ EDFNZDUGV IURP WKH %DVLF ,PDJH WKURXJK LQGLFDWRUV VXE
LQGLFDWRUVDQGUHODWLYH LQGLFHV WR WKHYDULDEOHVRQHFDQ LGHQWLI\ WKHFDXVHVRI WKH%DVLF ,PDJHFKDQJHVDQGKHQFH
SURSRVHWKHQHFHVVDU\PHDVXUHV7KHVHFRQGSRLQWUHIHUVWRWKHYDULDEOHVZKLFKKDYHEHHQXVHGWRGHILQHDEDQN¶V
%DVLF ,PDJH 2QH PD\ DUJXH WKDW D QXPEHU RI VLJQLILFDQW YDULDEOHV H[SUHVVLQJ D EDQN¶V SHUIRUPDQFH DQG WKH
VDWLVIDFWLRQ RI LWV FXVWRPHUV DUH QRW SUHVHQW LQ 7DEOH  6XFK YDULDEOHV LQFOXGH SURILWV VKDUH YDOXHV UHOLDELOLW\
DFFXUDF\VSHHGUHVSRQVLELOLW\FRQYHQLHQFHUHODWHGFRQVLGHUDWLRQV7KLVLVWUXHEXWRQWKHRWKHUKDQGLWVKRXOGEH
UHPLQGHGWKDWRIDEDQN¶VLPDJHLVQRWDPHDVXUHRIWKHEDQN¶VSHUIRUPDQFHDQGWKHVDWLVIDFWLRQRILWVFXVWRPHUVDWD
JLYHQSRLQWLQWLPHEXWDWUXHSLFWXUHRILWVFXUUHQWVWDWHRIGHYHORSPHQWDQGLWVIXWXUHSURVSHFWV$VLWKDVDOUHDG\
EHHQPHQWLRQHG WKHPHDVXUDEOH FKDQJHV LQ WKHEDQN¶VSHUIRUPDQFH DQG WKH VDWLVIDFWLRQRI LWV FXVWRPHUVPD\EH
JHQHUDOO\FRQVLGHUHGDVWKHGHOD\HGDQGFRQVLGHUDEO\VPRRWKHGFRQVHTXHQFHRIFKDQJHVLQWKH%DVLF,PDJH+HQFH
D EDQN¶V %DVLF ,PDJH DV GHILQHG LV D &50 EDVHG WRRO ZKLFK JLYHV D UHOLDEOH RYHUDOO HVWLPDWH IRU WKH EDQN¶V
SURVSHFWV RI GHYHORSPHQW DQG DQ HDUO\ ZDUQLQJ IRU DQ\ SRWHQWLDO GDQJHU )LQDOO\ LW PXVW EH XQGHUOLQHG WKDW WKH
FKRLFHRIYDULDEOHVXVHG IRU WKHHVWLPDWLRQRIDEDQN¶V LPDJHGHSHQGV DPRQJRWKHU WKLQJVRQ WKHDYDLODELOLW\RI
GDWD,QDQ\ZD\KRZHYHURXULQWHQWLRQLQWKLVSDSHULVWRSURYLGHDJHQHULFIUDPHZRUNIRUWKHHVWLPDWLRQRIDEDQN¶
%DVLF,PDJH:LWKLQWKLVIUDPHZRUNHYHU\UHVHDUFKHUPD\PDNHWKHDSSURSULDWHPRGLILFDWLRQVDFFRUGLQJWRERWKKLV
UHVHDUFKUHTXLUHPHQWVDQGWKHGDWDDYDLODELOLW\$OOWKHVXELQGLFDWRUVSUHVHQWHGLQ7DEOHDUHGHILQHGEHORZ
7KH9DULHW\RI3URGXFWV	6HUYLFHV6XE LQGLFDWRU RI WKH LWK EDQN  L6E,  LV D QRQ OLQHDU WUDQVIRUPDWLRQRI WKH5HODWLYH9DULHW\RI3URGXFWVDQG6HUYLFHV,QGH[ L5, ZKLFKTXDQWLILHVWKHUDQJHRISURGXFWVDQGVHUYLFHVRIIHUHGE\WKHEDQN7KLVUHODWLYHLQGH[LVH[SUHVVHGDVWKHZHLJKWHGDYHUDJHRIIRXUUDWLRVJLYLQJUHVSHFWLYHO\WKHQXPEHU
RI GHSRVLW DFFRXQWV ORDQ DFFRXQWV W\SHV RI FDUGV DQG FXVWRPL]HG SURGXFWV RYHU WKH UHVSHFWLYH QXPEHUV IRU WKH
W\SLFDO EDQN 7KH ZHLJKWV DWWDFKHG WR HDFK UDWLR LQGLFDWH WKH UHODWLYH IUHTXHQF\ RI WKH UHVSHFWLYH SURGXFW LQ WKH
W\SLFDOEDQN¶VUDQJHRISURGXFWV

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7DEOH&RQYHUVLRQRIWKHYDULDEOHVDIIHFWLQJWKH%DVLF,PDJHRIEDQNL
,QGLFDWRUVRI
EDQNL
6XELQGLFDWRUVRI
EDQNL
5HODWLYH,QGLFHV
RIEDQNL 9DULDEOHVRIEDQNL 9DULDEOHVRIWKHW\SLFDOEDQN
3URGXFWV	
6HUYLFHV
,QGLFDWRU L,1' 
9DULHW\RI3URGXFWV
	6HUYLFHV6XE
LQGLFDWRU  L6E, 
5HODWLYH9DULHW\
RI3URGXFWV	
6HUYLFHV,QGH[ L5, 
NWKHQXPEHURIGLIIHUHQWJURXSVRISURGXFWVRIIHUHGE\WKHEDQNVN 
LNS WKHQXPEHURIGLIIHUHQWSURGXFWV
DQGVHUYLFHVZLWKLQJURXSNRIIHUHGE\
WKHLWKEDQN
WNS WKHQXPEHURIGLIIHUHQWSURGXFWV
DQGVHUYLFHVZLWKLQJURXSNRIIHUHGE\
WKHW\SLFDOEDQN
4XDOLW\RI3URGXFWV
	6HUYLFHV6XE
LQGLFDWRU  L6E, 
5HODWLYH4XDOLW\
RI3URGXFWV	
6HUYLFHV,QGH[ L5, 
LH WKHQXPEHURIHPSOR\HHVRIWKHLWKEDQN
LE WKHQXPEHURIEUDQFKHVRIWKHLWKEDQN
WH WKHQXPEHURIHPSOR\HHVRIWKHW\SLFDOEDQN
WE WKHQXPEHURIEUDQFKHVRIWKHW\SLFDOEDQN
5HDFKDELOLW\
,QGLFDWRU L,1' 
&RVWRI%RUURZLQJ
6XELQGLFDWRU L6E,  5HODWLYH&RVWRI%RUURZLQJ,QGH[  L5, 
VWKHQXPEHURIWKHGLIIHUHQWJURXSVRIOHQGLQJSURGXFWVRIIHUHGE\WKHEDQNV
V 
LVOS WKHQXPEHURIVHOHFWHGSURGXFWVZLWKLQJURXSVRIIHUHGE\WKHLWKEDQN
LV,5/ WKHLQWHUHVWUDWHVRIVHOHFWHGSURGXFWVZLWKLQJURXSVRIIHUHGE\WKH
LWKEDQN
WVOS WKHQXPEHURIVHOHFWHGSURGXFWVZLWKLQJURXSVRIIHUHGE\WKHW\SLFDO
EDQN
WV,5/ WKHLQWHUHVWUDWHVRIVHOHFWHGSURGXFWVZLWKLQJURXSVRIIHUHGE\WKH
W\SLFDOEDQN
(DUQLQJVIURP
'HSRVLWV6XE
LQGLFDWRU  L6E, 
5HODWLYH
(DUQLQJVIURP
'HSRVLWV,QGH[ L5, 
LGS WKHQXPEHURIVHOHFWHGGHSRVLWDFFRXQWVRIIHUHGE\WKHLWKEDQN
LT,5' WKHLQWHUHVWUDWHVRIVHOHFWHGGHSRVLWDFFRXQWVRIIHUHGE\WKHLWK
EDQN
WGS WKHQXPEHURIVHOHFWHGGHSRVLWDFFRXQWVRIIHUHGE\WKHW\SLFDOEDQN
WT,5' WKHLQWHUHVWUDWHVRIVHOHFWHGGHSRVLWDFFRXQWVRIIHUHGE\WKHW\SLFDO
EDQN
3RLQWRI6DOHV6XE
LQGLFDWRU  L6E,  5HODWLYH3RLQWRI6DOHV,QGH[ L5, 
O WKHQXPEHURIWKHGLIIHUHQWW\SHVRISRLQWVRIVDOHVRIIHUHGE\WKHEDQNVO 
LOS WKHQXPEHURIWKHGLIIHUHQWSRLQWVRIVDOHVRIW\SHORIIHUHGE\WKHLWK
EDQN
WOS WKHQXPEHURIWKHGLIIHUHQWSRLQWVRIVDOHVRIW\SHORIIHUHGE\WKHW\SLFDO
EDQN

+HQFH



N
LU
L U
U WU
S5, Z S  ¦ ZLWK NU WU WUUZ S S  ¦   
ZKHUHNLVWKHQXPEHURIWKHGLIIHUHQWJURXSVRISURGXFWVRIIHUHGE\WKHEDQNVIRUWKHSXUSRVHRIRXUPRGHON 
LUS WKHQXPEHURIWKHGLIIHUHQWSURGXFWVZLWKLQJURXSURIIHUHGE\WKHLWKEDQNDQG WUS WKHQXPEHURIWKHGLIIHUHQWSURGXFWVZLWKLQJURXSURIIHUHGE\WKHW\SLFDOEDQN
7KH4XDOLW\RI3URGXFWV	6HUYLFHV6XE LQGLFDWRURI WKH LWKEDQN  L6E, LV DQRQ OLQHDU WUDQVIRUPDWLRQRI WKH5HODWLYHDQG6HUYLFHV4XDOLW\RI3URGXFWVDQG6HUYLFHV,QGH[  L5, ZKLFKTXDQWLILHVWKHHPSKDVLVSODFHGE\WKHEDQNRQWKHIDFWRUVDIIHFWLQJWKHTXDOLW\RILWVSURGXFWVDQGVHUYLFHV6XFKIDFWRUVLQFOXGHSHUVRQQHODYDLODELOLW\DQG
OHYHORIHGXFDWLRQDQGWUDLQLQJ)RUWKHSXUSRVHVRIWKLVSDSHUWKLVLQGH[LVH[SUHVVHGDVWKHUDWLRRIWKHQXPEHURI
HPSOR\HHVSHUEUDQFKIRUWKHLWKEDQNRYHUWKHVDPHTXDQWLW\IRUWKHW\SLFDOEDQN+HQFH


L W
L
L W
H H5, E E   
ZKHUH HL WKH QXPEHU RI HPSOR\HHV RI WKH LWK EDQN EL WKH QXPEHU RI EUDQFKHV RI WKH LWK EDQN HW WKH QXPEHU RI
HPSOR\HHVRIWKHW\SLFDOEDQNDQGEWWKHQXPEHURIEUDQFKHVRIWKHW\SLFDOEDQN
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7KH&RVWRI%RUURZLQJ6XELQGLFDWRURIWKHLWKEDQN  L6E, LVDQRQOLQHDUWUDQVIRUPDWLRQRIWKH5HODWLYH&RVWRI%RUURZLQJ,QGH[  L5, ZKLFKTXDQWLILHVWKHFRVWLQGXFHGWRWKHFXVWRPHUVE\WKHLQWHUHVWUDWHVFKDUJHGRQDOOORDQDFFRXQWV7KLV UHODWLYH LQGH[ LV H[SUHVVHG DV WKHZHLJKWHG DYHUDJHRI WZR UDWLRV7KH ILUVW UDWLR LV WKH DYHUDJHRI
LQWHUHVWUDWHVRIDOOOHQGLQJSURGXFWVRIIHUHGE\WKHJLYHQEDQNRYHUWKHVDPHILJXUHRIWKHW\SLFDOEDQN7KHVHFRQG
UDWLRLVWKHDYHUDJHRILQWHUHVWUDWHVRIDOOFDUGVRIIHUHGE\WKHJLYHQEDQNRYHUWKHVDPHILJXUHRIWKHW\SLFDOEDQN
7KHZHLJKWV DWWDFKHG WR WKH WZR UDWLRV LQGLFDWH WKH UHODWLYH IUHTXHQF\ RI ORDQ DFFRXQWV DQG FDUGV RIIHUHG E\ WKH
W\SLFDOEDQN+HQFH
 


LU WUOS OS
LT WTV T T
L U
U LU WU
,5/ ,5/
5, Z OS OS
  
 
§ ·¨ ¸¨ ¸ ¨ ¸¨ ¸© ¹
¦ ¦¦ ZLWK

WU
U V
WU
U
SZ
S 
 ¦  
ZKHUHVLVWKHQXPEHURIWKHGLIIHUHQWJURXSVRIOHQGLQJSURGXFWVRIIHUHGE\WKHEDQNVIRUWKHSXUSRVHRIRXUPRGHO
V  LUOS WKH QXPEHU RI VHOHFWHG SURGXFWV ZLWKLQ JURXS U RIIHUHG E\ WKH LWK EDQN WUOS WKH QXPEHU RI VHOHFWHGSURGXFWV ZLWKLQ JURXS U RIIHUHG E\ WKH W\SLFDO EDQN LU,5/ WKH LQWHUHVW UDWHV RI VHOHFWHG SURGXFWV ZLWKLQ JURXS URIIHUHGE\WKHLWKEDQN WU,5/ WKHLQWHUHVWUDWHVRIVHOHFWHGSURGXFWVZLWKLQJURXSURIIHUHGE\WKHW\SLFDOEDQN7KH(DUQLQJV IURP'HSRVLWV6XE LQGLFDWRURI WKH LWKEDQN  L6E, LVDQRQ OLQHDU WUDQVIRUPDWLRQRI WKHUHODWLYH,QWHUHVW5DWHVRI/HQGLQJ,QGH[  L5, ZKLFKPHDVXUHVWKHSURILWVJDLQHGE\WKHFXVWRPHUVIURPWKHLQWHUHVWUDWHVRIIHUHGE\WKHEDQNIRUWKHYDULRXVGHSRVLWDFFRXQWV7KLVLQGH[LVH[SUHVVHGDVWKHDYHUDJHRIWKHLQWHUHVWUDWHVRIDOO
GHSRVLWSURGXFWVIRUWKHJLYHQEDQNRYHUWKHVDPHILJXUHIRUWKHW\SLFDOEDQN+HQFH
 

L WGS GS
LT WT
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L
L W
,5' ,5'
5, GS GS
   ¦ ¦   
ZKHUH LGS WKH QXPEHU RI VHOHFWHG GHSRVLW DFFRXQWV RIIHUHG E\ WKH LWK EDQN WGS WKH QXPEHU RI VHOHFWHG GHSRVLWDFFRXQWVRIIHUHGE\WKHW\SLFDOEDQN LT,5' WKHLQWHUHVWUDWHVRIVHOHFWHGGHSRVLWDFFRXQWVRIIHUHGE\WKHLWKEDQNDQG
WT,5' WKHLQWHUHVWUDWHVRIVHOHFWHGGHSRVLWDFFRXQWVRIIHUHGE\WKHW\SLFDOEDQN7KH3RLQWVRI6DOHV6XELQGLFDWRURIWKHLWKEDQN  L6E, LVDQRQOLQHDUWUDQVIRUPDWLRQRIWKHUHODWLYH3RLQWVRI6DOHV ,QGH[  L5, ZKLFKTXDQWLILHV WKHGHQVLW\DQGVSUHDGRI WKHEDQN¶VSRLQWVRI VDOHVQHWZRUN LQFOXGLQJERWKWUDGLWLRQDO EUDQFKHV DQG $70V DQG RQOLQH VHUYLFHV 7KLV LQGH[ H[SUHVVHV WKH ZHLJKWHG DYHUDJH RI WKUHH UDWLRV
H[SUHVVLQJ WKH QXPEHU RI EUDQFKHV $706 DQG DOWHUQDWLYH GLVWULEXWLRQ FKDQQHOV RI WKH JLYHQ EDQN RYHU WKH
UHVSHFWLYHQXPEHURI WKH W\SLFDOEDQN7KHZHLJKWVDWWDFKHG WRHDFKUDWLR LQGLFDWH WKHUHODWLYH IUHTXHQF\RI WKRVH
WZRW\SHVRIWKHSRLQWVRIVDOHVLQWKHW\SLFDOEDQN¶VRYHUDOOSRLQWRIVDOHVQHWZRUN+HQFH



O
LU
L U
U WU
SV5, Z SV  ¦ ZLWK OU WU WUUZ SV SV  ¦   
ZKHUHOWKHQXPEHURIWKHGLIIHUHQWW\SHVRISRLQWVRIVDOHVRIIHUHGE\WKHEDQNVIRUWKHSXUSRVHRIRXUPRGHOO 
LUSV WKHQXPEHURIWKHGLIIHUHQWSRLQWVRIVDOHVRIW\SHURIIHUHGE\WKHLWKEDQNDQG WUSV WKHQXPEHURIWKHGLIIHUHQWSRLQWVRIVDOHVRIW\SHURIIHUHGE\WKHW\SLFDOEDQN
$SSOLFDWLRQRIWKH3URSRVHG0RGHO
7KHPHWKRGRORJ\SUHVHQWHGLQWKHSUHYLRXVVHFWLRQLVQRZXVHGIRUWKHHVWLPDWLRQRIWKH%DVLF,PDJHRIDVDPSOH
RIQLQHEDQNV%%RSHUDWLQJLQ*UHHFH7KHUHTXLUHGGDWDKDYHEHHQGUDZQIURPWKHRIILFLDOVLWHRIWKH+HOOHQLF
%DQN $VVRFLDWLRQ 7KH UHVXOWV DUH VKRZQ LQ 7DEOH  ZKLFK JLYHV WKH YDOXHV RI 3URGXFWV 	 6HUYLFHV ,QGLFDWRU
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5HDFKDELOLW\ ,QGLFDWRU DQG %DVLF ,PDJH RI DOO QLQH *UHHN EDQNV IRU WKH \HDU  7KH YDOXHV RI 3URGXFWV 	
6HUYLFHVDQG5HDFKDELOLW\,QGLFDWRUIRUWKHW\SLFDOEDQNKDYHDOVREHHQFDOFXODWHGDQGIRXQGWREHDQG
UHVSHFWLYHO\
 7DEOH%DVLF,PDJHDQG,QGLFDWRUYDOXHVIRUWKHQLQHEDQNVRSHUDWLQJLQ*UHHFH     Į ȕ  
%DQNV2SHUDWLQJ
LQ*UHHFH
3URGXFWV	6HUYLFHV
,QGLFDWRU L,1' 
5HDFKDELOLW\
,QGLFDWRU L,1' 
%DVLF,PDJHRIWKH
LWK%DQN
%   
%   
%   
%   
%   
%   
%   
%   
%   

7KHEDQNLQJVHFWRULQ*UHHFHKDVFKDQJHGGUDPDWLFDOO\RYHUWKHODVWIHZ\HDUV%LJDQGWUDGLWLRQDOEDQNVEXWDOVR
DQXPEHURIVPDOOHUEDQNVKDYHEHHQERXJKWRXWE\VRPHQHZHUEDQNVZKLFKKDYHQRZEHFRPHWKHNH\SOD\HUVLQ
DJDPHZLWKPXFKIHZHUSDUWLFLSDQWV%DQNV%%DUHWKHELJIRXUEDQNVLQ*UHHFHDIWHUWKHUHVKXIIOLQJGHVFULEHG
DERYH7ZRRI WKHPDUH DPRQJ WKHROGHU DQG ODUJHU EDQNVZLWK ORQJ WUDGLWLRQ DQG H[WHQGHGQHWZRUNRI SK\VLFDO
EUDQFKHVDQG$70V7KHUHPDLQLQJWZRDUHEDQNVZKLFKJUHZUDSLGO\PDLQO\WKURXJKPHUJHVDQGEX\LQJRXWVLQ
WKHODVWIHZ\HDUV%DQNV%%DUHVPDOOHU*UHHNEDQNVZLWKPXFKIHZHUQXPEHURIEUDQFKHVDQG$70VDOWKRXJK
VSUHDG WKURXJKRXW WKH FRXQWU\ DQG OLPLWHGYDULHW\RI SURGXFWV DOWKRXJK LQ VRPHFDVHVPRUH DWWUDFWLYH LH KLJK
UHWXUQVDQG ORZFRVWRIERUURZLQJ)LQDOO\%DQNV%%DUH VXEVLGLDULHVRI IRUHLJQEDQNV IRFXVLQJRQVHOHFWHG
PDUNHW VHJPHQWV 7KHLU QHWZRUN LV FRQILQHG WR ODUJH XUEDQ FHQWHUV EXW WKHLU SURGXFWV DUH LQ VRPH FDVHV YHU\
DWWUDFWLYHLHKLJKUHWXUQVDQGORZFRVWRIERUURZLQJ
/RRNLQJDWWKHUHVXOWVWKHIROORZLQJFRQFOXVLRQVPD\EHGUDZQx 7KHQLQHEDQNVPD\EHFODVVLILHGLQWRWZRJURXSV*URXSFRQWDLQVILYHEDQNVZLWKSRVLWLYH%DVLF,PDJH
ZKHUHDV*URXSFRQWDLQVIRXUEDQNVZLWKQHJDWLYH%DVLF,PDJHx *URXSPD\EHVSOLWLQWRWZRVXEJURXSV
 6XEJURXSFRQWDLQVIRXUEDQNV%%ZLWKWKHKLJKHU%DVLF,PDJHYDOXHV$OOIRXURIWKHPKDYHKLJKHU
WKDQDYHUDJH3URGXFWV	6HUYLFHV,QGLFDWRUDQG5HDFKDELOLW\,QGLFDWRU
 6XEJURXSFRQWDLQVRQHEDQN%ZLWK%DVLF,PDJHYDOXHVRPHKRZORZHUWKDQWKHUHVSHFWLYHYDOXHVRI
6XEJURXSEDQNV,WKDVKLJKHUWKDQDYHUDJH3URGXFWV	6HUYLFHV,QGLFDWRUDQGORZHUWKDQDYHUDJH
5HDFKDELOLW\,QGLFDWRUx *URXSPD\EHVSOLWLQWRWZRVXEJURXSV
6XEJURXSFRQWDLQVWKUHHEDQNV%%ZLWKYHU\ORZ3URGXFWV	6HUYLFHV,QGLFDWRUDQGVOLJKWO\EHORZ
DYHUDJHXSWRDYHUDJH5HDFKDELOLW\,QGLFDWRU
 6XEJURXSFRQWDLQVRQHEDQN%ZLWKYHU\ORZ5HDFKDELOLW\,QGLFDWRUDQGVOLJKWO\EHORZDYHUDJH
3URGXFWV	6HUYLFHV,QGLFDWRU
,WVKRXOGEHQRWHGWKDWWKHOLPLWHGUHDFKDELOLW\RIFHUWDLQEDQNVPD\EHH[SODLQHGE\WKHIDFWWKDWWKH\IRFXVRQ
VHOHFWHG JURXSV RI FXVWRPHUVZKLFK DUH ORFDWHG WR VSHFLILF JHRJUDSKLFDO DUHDV LH ELJ XUEDQ FHQWUHV DQGRU XVH
DOWHUQDWLYH GLVWULEXWLRQ FKDQQHOV 2Q WKH RWKHU KDQG LW PXVW DOVR EH VDLG WKDW EDQNV ZLWK ORZ UHDFKDELOLW\ PD\
LQFUHDVH LW LQGLUHFWO\ WKURXJK DJUHHPHQWV DOORZLQJ WKHLU FXVWRPHUV WR XVH RWKHU EDQN¶V SRLQWV RI VDOHV QHWZRUN
ZLWKRXWH[WUDFKDUJHDQRSWLRQZKLFKKDVQRWEHHQEXLOWLQWRRXUPRGHO
7KHHVWLPDWLRQRIDEDQN¶V%DVLF ,PDJH IRUDJLYHQ\HDUJLYHVD³VQDSVKRW´YLHZRIDEDQN¶VGHYHORSPHQW$
PRUHLQWHUHVWLQJH[HUFLVHKRZHYHUZRXOGEHWRHVWLPDWHWKHEDQN¶V%DVLF,PDJHIRUDQXPEHURI\HDUVWRLGHQWLI\
LWV UHVSHFWLYH WUHQG DQG WR VWXG\ LWV FKDQJHV ,W PXVW EH QRWHG WKDW WKH ZD\ LQ ZKLFK WKH %DVLF ,PDJH KDV EHHQ
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VWUXFWXUHGDOORZV WKH UHVHDUFKHU WRGHWHUPLQHQRWRQO\ WKHFKDQJHV LQ WKHEDQN¶V%DVLF ,PDJHYDOXHEXWDOVR WKH
FDXVHVRIWKRVHFKDQJHV*RLQJEDFNZDUGVIURPWKH%DVLF,PDJHWKURXJKLQGLFDWRUVVXELQGLFDWRUVLQGLFHVDQGVXE
LQGLFHVWRWKHYDULDEOHVRQHFDQLGHQWLI\WKHUHDOFDXVHVRIWKH%DVLF,PDJHFKDQJHV+HQFHWKH%DVLF,PDJHPD\
SURYHDYHU\XVHIXOPDQDJHULDO WRROIRUERWKEDQNPDQDJHPHQWDQGLQYHVWRUV7KHEDQNPDQDJHPHQWPD\XVHWKH
%DVLF ,PDJH LQRUGHU WRPRQLWRU LWVGHYHORSPHQWJHWDQHDUO\ZDUQLQJRIDQ\SRWHQWLDOSUREOHPV LWPD\ IDFHDQG
WDNHWKHQHFHVVDU\PHDVXUHVWRSUHYHQWWKHP7KHLQYHVWRUVRQWKHRWKHUKDQGPD\XVHWKH%DVLF,PDJHLQRUGHUWR
IROORZ WKHGHYHORSPHQWRI YDULRXVEDQNV DVVHVV WKHLU SRWHQWLDO IRU IXWXUH JURZWK DQG WDNH WKHSURSHU LQYHVWPHQW
GHFLVLRQV
&RQFOXVLRQVDQGVXJJHVWLRQVIRUIXUWKHUUHVHDUFK
$EDQN¶VJURZWKGHSHQGVRQLWVDELOLW\WRUHWDLQH[LVWLQJFXVWRPHUVDQGDWWUDFWQHZRQHV7KLVDELOLW\GHSHQGVRQ
ZKDWZHFDOO WKH LPDJHRID%DQNDQG LW LV DPHDVXUHH[SUHVVLQJ WKHEDQN¶VFXUUHQW VWDWHRIGHYHORSPHQWDQG LWV
IXWXUH SURVSHFWV 7KH SDSHU LQWURGXFHG WKH FRQFHSW RI D %DQN¶V ,PDJH GHYHORSHG D PDWKHPDWLFDO PRGHO IRU LWV
HVWLPDWLRQ DSSOLHG WKHPRGHO WR WKH FDVHRI QLQHEDQNVRSHUDWLQJ LQ*UHHFH DQGSUHVHQWHG WKH UHVXOWV7KH%DVLF
,PDJHJLYHVD³WUXH´SLFWXUHRIDEDQN¶VFXUUHQWVWDWHRIGHYHORSPHQWDQGDQHDUO\ZDUQLQJRIDQ\IXWXUHSUREOHPV
)XUWKHUPRUHLWVVWUXFWXUHDOORZVDUHVHDUFKHUWRLGHQWLI\QRWRQO\WKHFKDQJHVLQWKH%DVLF,PDJHYDOXHEXWDOVRWKH
FDXVHVRIWKRVHFKDQJHVDQGKHQFHWRSURSRVHWKHQHFHVVDU\PHDVXUHV&RQVHTXHQWO\WKH%DVLF,PDJHPD\SURYHD
YHU\XVHIXOPDQDJHULDOWRROZKLFKFDQKHOSDEDQN¶VPDQDJHPHQWWRLPSURYHLWVRSHUDWLRQVDQGGHYHORSPHQW7KH
DSSOLFDWLRQUHVXOWVVHHPORJLFDODQGH[SHFWHG7KH\VKRZWKDWWKHSURSRVHGPRGHOH[SUHVVHVDEDQN¶VDWWUDFWLYHQHVV
LQ D UHDOLVWLF ZD\ LQ WKH VHQVH WKDW LW TXDQWLILHV WKH EDQN¶V DSSHDO WR WKH IXOO UDQJH RI LWV H[LVWLQJ DQG SRWHQWLDO
FXVWRPHUV%DQNVZLWKQXPHURXVKLJKTXDOLW\FRPSHWLWLYHSURGXFWVDQGODUJHGLVWULEXWLRQQHWZRUNVVKRZSRVLWLYH
%DVLF,PDJH2QWKHRWKHUKDQGEDQNVZLWKIHZHUOHVVFRPSHWLWLYHSURGXFWVDQGVPDOOHUGLVWULEXWLRQQHWZRUNVVKRZ
QHJDWLYH%DVLF,PDJH2QHPD\DUJXHKRZHYHUWKDWWKHFXVWRPHUVRIFHUWDLQEDQNVZLWKQHJDWLYH%DVLF,PDJHPD\
EH VDWLVILHGE\ WKH VHUYLFHVSURYLGHG7KLVPD\EH WUXHEXW RQ WKHRWKHU KDQG WKH QHJDWLYH%DVLF ,PDJHRI WKRVH
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